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And how an overturned balance of trade attaches prices to the denomina- 
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QuesT. 4. Is the plan we have . effectual towards preſerving che 


pound ſterling invariable? 
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CHAP. I. 


of inpefing the Price of Coinage, and the Duty of 
Seipmorage upon the Coin of u Wation, ſe far as they affeft the 
Price of Bullion, and that of all other Conmudities. © 


HE political oeconomy of modern ſtates is ſo involved with 

the intereſts of commerce, that it is neceſſary at every ſtep 

we make, to keep in our eye the combinations which ariſe from 
that quarter. 

Whatever tends to ſimplify an intricate theory, greatly aſſiſts you 
mind : dividing this book into two parts, ſeems, as it were, dividing 
the burden it has to carry: the principles already deduced may there > 

ripen by a ſhort paufe, and the analogy of the matter which is to 
follow in the ſecond part, where new combinations-are taken in, 
will recall them to the mint and fix them in the memory. | 
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From his follows, that fince the value of coin maſt᷑ riſe in p. 

portion to every commodity; it muſt alſo riſe with reſpect tu the 

metals it'is made of, — SURREY * wvitk reſpeck 
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5 cent. what will the conſequence be? 15 gl 

; the ſirſt ebnſequerice of this will be to aer or at leaſt to per. 

plex the ideas of his ſubjects with regard to coin, and to make them 


| believe, Hat it — — . and wor e meu en een 
| | the value of it. 


The next ms will 10 ro REES the price of the yard of 
| cloth, which was worth 100 grains of metal before the invention 

| | of coinage, from 98, where it ſtood, to 92. Now let us ſuppoſe that 
| this country, which: we ſhall call (F), is in the neighbourhood of 

another which we ſhall call (E), where there is both cloth of the 
fame quality, and coin of the fame weight and. fineneſs, which 
coſts nothing for the coinage. In the country (E), ceteris paribus, 
the yard of cloth muſt be ſold for 100 grains, as it ſold formerly in 
the country (F) before the coinage was impoſed. If the country 
(F) rants the cloth of the country (E), the cloth they demand mult 
colt () 100 grains the yard. If the country (E) wants the cloth 
* of 
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of: che country (V). This cloth will; alſo, coft .306-grainss: becauſe to 
procure a coin of 92 grains of the country GD EJ pull pay f grains 
for the coinage, which. naiſes/the price of the cloch m 300 grains. 


- Let us nom ſuppoſe, that. fon a,cextain, time the country (F) 1 og * 
ablolute occaſion for the cloth, of the un] H The merchants trade raiſes 


oi Nh ganry on this trade, mail ſend hulliog to (E) to, pay for 


ibis cloth. Bur the merchants of the gœαν,e ) who deal in bul- bees 
lion; - perceiving the uſefulneſa of it for ithis grade, will then raiſe 


the! price of che 100, grains of it aboye the; g grains in coin (the 
common market price of bullion before, this arads was known), and 
according to the demand, made for the forciga, cloth, the, bul- 
Kon will-riſe in the country. (E), until 200 grains of it hecome 
exactly worth 100. grains in coin. The bullion can never xiſe 
higher ; becauſe at chat period, the ccin irſalf will be exported for 
bulliona and the country oß (E) will accept of 100 grains in their 
coin as willingly as in any other form. Nor will it ever fall lower 
can 92 grains; becauſe the mint im che country (] is always ready 
to give chat price for all the bullion wich, is brought to be coined. 
Here then is a cafe; where the coin is made to loſe: all its ad- 
vaneed price as a manufacture, and this is wing entirely. i0 its. 
being a metal as well as a money of accompt. ha 
N as the coin has loſt this additional value, by neee, 
purely relative to itſelf as a metal, there is no reaſon ber me-. 
chandize ſhould fink in value along wich it. 


The conſequence; therefore, — Y that aud ought. , 
as the merchandize, Hullin, has gotnup g per cent. withregard-to tha wx . 
co, and/as te price of all merchandize ought to be in proportion e price ol 


commo- 


to the grains of bullion to ich that price amounts, the revolution ditics, 


having anniliflated tͤe g per cont! advance upon the coin, ought to 
have the ſume eſſec with veſpeœct to ꝑricos as if coinage were given 
gratis, as in the country of (BR); that is, the: yar H cloth ought at 
this time to coſt, in tho tountry af (, 100 grains! en e 3-hu 
bana fince they are of the fame W e %% | 
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principles point out, ay mierethiniprojettites deſtribe purabutas, 


or that machines pet tlit eff which hy calcutation thiy 
ouglit to do. The fſiſtante ofthe ur in one caſo, che friction af 


the parts in the other; tend-ro'fendetrtheory incorrect. Juſt 0 here, 


dur ckeory Teprefents prices as riſmmg and ſink ing in the molt har- 
monſous proportion together with fe anetals; but in practite it. is 
not ſo. They have their frictions and political Tefiſtances, which 
only render the theory detusve When every circumſtance is not 
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"Although this be not 8 plate to reſume 4 AiſcuMon'of the 
particulaf theory of the riſe and fall of prices, yet ſtill ſomething 
muſt be ſaid upon that fubject, in order t to — Ae queſtion we 


pre upon to ſome fort of foluion. bal. 
How profits Firſt then, it will be agreed that it is far eaſier 'to-make'aprice 


conſolidate _ 


Into prime 
coll, 


©, than to make it fall. 1 believe I might takt this for grated, 
n giving the reaſon for it. At all times, a price which has 
long ſtood low, may bc made to riſe; but it is next to impoſſible to 
make a price which has long food high, to fall mn the fame man- 
ner. Hexe is the rcalon : Let me ſuppoſe the yard of an ettenſſve 
manufacture which occupies a number of hands, to be worth 100 


grains. The workmen here live nearly at tie fame expence, and I 


fuppofe them to live upon the profits of thei work; lien they fell 
at 100 grains A yard. The price rifes to 136"; Here is an additional pro- 
fit of 20 grains. If a ſudden turn mould Afeathitth theUctnand which 
raiſed the price of the e it Will fall to ce o rute with- 
out much difficulty i i 11 he workmen WAI "conſider che 20 grains ad- 
dition as a precarious profit .v Mes dae they cannot reckon: but 
at price of 120 grains re uniformly for ſome years, the 


20 grains 
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tt grains will ccaſe to be precarious-profits ; they. will conſolidate, 
as we have called it, into the-value of. the merchandize ; becauſe 
the workmen, by having long enjoyed them, will have bettered 
their way of living; and as they are many, and live uniformly, 
any thing which obliges them to retrench a part of their W 
3 is ſuppoſed to deprive them of neceſſaries. 

This is ſufficient, as a hint, upon a ſubject which | nn out and are pre- 
into an infinity of different relations, not at all. to the preſent pur- 8 
poſe. But it is very much to the purpoſe to ſhew how the impo- home cou- 
ſition of coinage muſt, on many occaſions, have the effect of at- W 
taching the price of commodities to the denominations of the coin, 
inſtead of preſerving them attached to the grains of the metals 

which compoſe them, as in theory they ought to be. | 
When wars, e. g. occaſion a wrong balance to continue for many ' 
years againſt a nation, this keeps coin at par with bullion for a 
long time. Is it not very natural, that during that time manufac- 
turers ſhould eſtimate their work acco ding to the coin, and not as 
formerly, accarding to the bullion? The conſequence of this is, 
that when peace returns, and when coin begins to riſe above 
the price of bullion, the manufacturers ſtick to the denominations 
of the coin, inſtead of deſcending in value (as they ought to do by + 
theory) along with the bullion, What is the conſequence of this? | 
It is that the prices of manufactures for home conſumption, and of com- 
moditics peculiar ta the country, ſtand their ground; that is, prices do 
not deſcend, and cannot be brought down by merchants. 

But as to manufactures for exportation, which are not peculiar, but are torn 
but which are produced by different countries, their prices are reign — 
violently pulled down by foreign competition; and the workmen 1 355 
are forced to diminiſh them. This hurts them effecually, not be- exportatiog. 
cauſe of the diminution or the prices ; becauſe, properly ſpeaking, 
this diminution is only relative to the denominations of the coin; 
their grains will purchaſe as many grains of bullion in the market 
as before, but not ſo much coin, and conſequently not fo much of 
any commodity which, by the principles juſt laid down, have 
Vol. n. C attached i 
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attached themſelves to the denominationd af 4hefooin; and hate 
riſen in their price along with as 1 oſt 26s ln gn Nom: 
From tliis ſhore expoſitiom vf very intrirate matter, we may 
conclude; that the impoſition oi eoinage doe not raiſe the price. o 
ſuch Merchandise as is in common to ſeveraĩ nations, and lain 
trade demands from euch without any competition | with the ma- 
tives; that is to ſuy, the prices of them ſtand as formerly with 
reſpect to ſtrangers; becauſe although the: prices be made to fink 
at home, with refpe& to the denominations of the coin, yet 
ſtrangers, being obliged to pay for them in thoſe denominations, 
are alſo obliged to pay an advanced price for the coin, in order to 
procure them. This is the price of coinage, This, I confeſs, is a 
little ſubtil, but I believe the reaſoning will be found juſt. 
On the other hand, when trade extends itſelf to other commo- 
dities, to thoſe] mean; which it buys in competitioũ wich the 
natives (and which are made to riſe and fall from the viciſſitudes of 
inland demand) or to ſuch: commodities. as are peculiar to the 
country; in theſe caſes, I have little doubt but the prices, once 
en raiſed) and continued high. for ſome gime, attach themſclycs Ay" 4 
© | denominations-of the ia. and riſe, along with it; that, is yo. f. 
r coigage is included over and above the price which the merchap- 
di ze would have born had n coinage heen impoſed., Les! 
How this The concluſion I draw from this reaſoning, is, chat the impolition 
4 allion, of coinage has not. in fact the effect, of reducing the | ee 
1 90d how the cormadities!to. fewer grains of bullion, than. before, FERRIS 56 


ſtate may in · 


an of ſuch. commadities as are fald in competition w ien er, ug 
and eyen then it —— -48, Neth i ON Bin 
coinage, but the competition with tr e ve whit 291800 
to the minimum of theig yalue, as, rk Pe 80 . 5 * 
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the ſtate is maile to profit: by the. diminution of the profits of this 
moſt uſeful claſs; as ſhe receives the coinage) Which ſtrangers 
pay, and wich is really deducted frorw; the manufacturers who 
ſupport exportation, ſhe ought to indemniſy this claſs (as may be 
done in a thouſand ways; by: premiums, for example, upon expor- 
tation)! out of der pr ariſing upon coinage, inſtead of making 
— ————— to e 
gers ag we ſlnall nowndeaugur o prove. ; 2 whim 1 1 
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bined, depending upon fa&ts, chat little NreſsW46)be dad 2ajon exportation. 

ſeveral concluſions which Bave been duden frond i; waleſs they be 
approved by experience. ' 01391 £442 MOT W] ] xD 1 aviliiznod f * en 
Let the — in Wleon! make a watch; he cannot de- 

we upon its being a good one, until it be tried; and when chat W ; . 

done, the application of His theory will enable hin do. diſcover ali 

the defects ay 1 the mowemeim It is juſt ſo in HH. 
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r che Prfteß rf all orte: u- n fiiti es am ui, fur in Gren 
"Britain. All that can be: fabtiwitivberrairityy in, cht O patitiomom 
tb part of he confamons] will make them aſe and hat cumpe- 
tion ioncthe qt ofithe furniſnbrsw¼ib rake them tfalloNow:the 
eompetitiinamongitit famiſbers may vbe l remuced dm theorꝭibilbe- 

cauſe it is fixed within determinate limits ich it cannot cexeted, 

x5 Io 01 afid/is' influenced by this pranciple,yvizo:thavwhen profiticare rte- 
©4.,4Y6ddto ihe minimum (chat is tothe exact pbyichi mecaſſaryof ih 
Weremar) jall oon peritionamengifnrniſhers muſt ceaſe. 1 0 

Hut the competition among con ſumers is fixed within no-tetbre! 

minate limits: ſome demand to ſatisfy phyſical wants; otliers thoſe 

of vanity and cupriee l Moſt inland demund ot conſumption is of 

tlüis Kind, and cofiſsquently it isl impoſſible to foreſee it effect 

ther poſition df chiuage wil hive updathe prices of many ou 
modities: perhaps they will fluctuate with hullion; perhaps they 

will, adhere to dhe denominationt of the coin: experienet alone 

em bring this matter to light. >mM Hon ih ti bookgont fnigys 
Huth vg te fach commodities as ate the object of foreign) 

trade, prices are inſtüenged by Certain principles on both Aides; 
Merchants, not the confumers themſelves; are the demanders here. 
Nelther vanity or caprice; but profit; regulates the price they offer. 
Thus it is, tit ab aH Competition among furniſhers mult ceaſe upen 

the reduction of profits to the minimum, ſo all demand from mer 
* r in this caſe repreſent che 'conſumers) maſt ceaſe, ſo 
> eng doom #6" prices rie above hat chey can afford to give, conſiſtent] 
„ Mich'their tiinimum ' of proſit upon the · ſule br what they buyer 
0. ee eke degree, thete fore, of ſoreigal competition will alone regu! 
late the pries of feveraliexportable. eommollities a and: of donſe« 
quieter the profits of ſuch"as:ars employed im chem ae has been 
ſaid. This premiſedj we eme rweramiberhe influence which the 

a 1 * tion of ceinngè Wald avenaponthexotaſedbt exdhange fd 
© 6f 'a' tien ni norfliyd 5d: ib Jo 95nglsd 2 07 gaibtooog 

BY — ive 1s basft Haslsd 9dr 191 deva by9t0qqu) 
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In ſpeaking of exchange, aof as civebfiudnces (oheodegifign7of How the 
thin.queſtion, . A.crhige is 
endeavour; to redure it torthe:plaintfethierys no dy UA nigh Bus: 
Shen one nation ipays0/andther the pricerof hahe y buyy the 
mierpoſition of bullion is unavoiddblezand the hola operation 
cot ſiſtg iii comparing the value ef dtm micthithereakac: of; bullion 
in the one und in che other II 216m mISISbL fichte hot 21 9&9 
uppoſe Brance to oe to Englandiooop — — —-— ex- 
gulates exdhange here is the price nin am:Pars arid dm Lena ? 
don. The Erenchimerehatit inqujpes <arſtgronhat is hit uentity:of 
bullion in Londenp which ar that auneaasequabtorthe; ſum be wants 

to pay? And next, what that quantity: of ibullion coſta to; procure. in 

the Paris market? Upon his the ar of ught. Þe negu- 

lated. Whatever äs given more than this quentity> id che, ot 
tranſportation, when the balance of tide is-againtiBrance What, = 

ever is given leſs, may be conſidered as he / price f tranſportation 

which the Engliſh would be obliged: te pay were the, balance. 

againſt England, if the French merchant; by ſending his paper. to. 
London, did not ſave them the; trouble; by diminiſbing M fax,ape 
balance againſt them; and o&-this,the-prafies,, until che, halange 

turns to the other ſide. Now let us leave che price ↄf tranſporiation- 

out of the queſtion, and conſider only how, the impoſition af ii 

age, by allecting che price of bullion, mayinSuence dhe courl of 
enchange |. bound is t ttt tl: On rho to noifÞoby 20d! 

We have ſean how dhe impaũ tion of coinage readers the, price of 1 
bullion quſceptible of a variation in its price, equal to che amount 15 f. price of 
of the, ãmpoſſtion ./ Wherever, therefore, coinage: colts nthi ing. bog to be 
thexe bullion and coin maui) alwaya be of the ſame yolug;, This invariable, 
would be the caſe in England, without daubt, were the metals in 
the coin exactly proportioned were all the coin of & legal weight, 
and wore neither melting down, on enport ing made penal: |, 
bheqhullion therefore, BPABIYRIY Bt: cent in id rie, pod fle du. 
according to the balance of trade; the bullion in England muſę — 5 

ſuppoſed invariable, let the balance and ag it will. 


*% 


According 
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Bullion in According to this repreſentation of the matter, may we norfay, 
£og9nd.. that bullien in England i is always at the higheſt price it over can he 
ia France, in France, ſince it is at the price af the goin }.-Is.not this the con- 
dition of France, when the balance of her trade is the moſt unfæ 
vourable it poſſibly Can he? 21101 Slug! 9111 9199 9&5 21h 9d 
becauſe the If therefore England, berſelf, contributes to keep the price of her 
— op 557 bullion higher than it is in France, is not this an advantage to 
the mint, France, ſince France can buy the bullion e ſhe pays her 
Engliſh debts cheap in her own market, and can ſell it dear in that 
of her creditor? Is there not a profit in buying an ox chenp in the 
country, and ſelling him dear in Smithfield marker 
and is 2 Now why is bullion ſometimes cheaper in France than in. Eng- 
9 land? I anſwer, that in France it is allowed to fall 8 per cent. below 
8 the coin, and the King only takes it at times hen no body cancget 
a better price for it: and that in England the King gives always edin 
for Þullion, and by that keeps the price of it from ever falling 
lower. Let the Engliſh mint pay the pound troy ſtandard ſilver at 
the rate of thirteen ounces of coin, che price of bullion in . 

will alwayshe vr dearer than the coin. | q 
5 When, bullion in France falls to 8 per cent. below the coin, it is 
carried to the mint: WHEN it is worth more no body carries e to 

be coined. ? 


The wiſece-;,, No body in France (except upon A general coinage) is forced to 
gutatio {ell their bullion at this price. Is it not, therefore, a very wiſe 
regulation, to permit the operations of trade to, reduce, as low as 
poſſible, the value of that commodity with which all they owe. is 

paid, and this more eſpecially, as the, fall of jraqprics.is.4 proof of 

the proſperity of their trade,. ves ut bnagkg nt z 

If, therefore, it be ſuppoſed, that phe. affect of having a material 

money for a ſcale of value, is, chat the denominagjons:in, the coin, 

and not the grains of the, hullion myſt meaſure the; value of om 
yyodities for home conſumption ;, thep it Follows, that, the variations in 

the price of bullion, ſhould oa: AGecti the, price of COmmedines 1, 
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FD Ht rele HS Atter- 
mine, and Fapprebend ata Hothiffig Sr eb fetithte CH Leros. 

Now let me conſider the diHefench thefts 3 Berlvetli the thatfe Of England = 
France and that of Eiigland i raltferf m6 RANT; "SHA ud es hy this 
be the caſe, were the regulations of «lic Stint ü fm AH both per cent. 
mere. „ cording? Os bag enn n 


may be paid with one thoufnnd᷑ pc eigtir of Engl gut. 


neus. I aſk for What weight bf FRAY loiils d Gf Wu buy 
of Engliſh goods to make the Balance "even? WIL It Höt belak. 
ſwered (according to the Airy niethod of calculating che true 
par of exchange) chat if Frunee buys for ohe thoufand pounds tor 
of her louis drs (ſuppoſing the guineas dud the louis d urs of tie 
ſame ſineneſs) that the balance is ven? adi 9d bn i, 20! 7 = 
1e it not true, that Fliglnd muſt fend this thoufatid pounds 
weight either in gold bullion or im gaineas;' arid is it not the fame 
thing to the Engliſh merchant to ſend che bne or the other, pro- 
viding the guineas be full Weight? 10 (3 MiHO magzucd 10 9181 _ 
But when France comes. to ſend the thonfahd* poutits Weight f 
her louis doors, ſhe finds at market à chöufand polls weigtit of 
gold bullion 8 per cent. chenper,' and this bullion is as good to the 
Engliſhman as if he had got the louis d'ors. bono d 
Let me ſtate che caſe otherwiſe?" Suppoſe Frahee B Af ERH an 
for 1000 pounds weight of her guineas in Virginia tebated)) ht 
that England buys n France for 1000 pounds Weight 6f” het 
louis dors of Bourtdenux chirer, Is not this calletl par- with Het 
trance pæy her debt to Englatid with 10bb poutid'f” gold b” 
Whereas England muſt pay 1080 pounds to Fralich BeH̃ d d 
pounds weight of het I0tls ots; is worth ih France ve pounds 
of any Bullion ef che fue Aandard..” The f potmds them com 
penſates the reh pounds the 86 oder "rent be ſent to 
France, and te carfiage dt i uhr vH y, müſt be paid fot 
according to the principle ef enchangeb ! 4 Aoillyd to 9517 5 


5 Here 
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Here is evidently o belrnde- Gf Made weinst Bugiand: of 8. pvr 
7 Above thie real par of the metals Will any body-ſay that the 8. pen 
oo cent. is paid for the tranſportation of 80 pounds of bullion due? 
* Certainly not. Ae Site A eee ee eh © 
No if the Euglick mould declage chat they, Los the future, would 
coin neither gold or filver bullion for any perſon, but at the rate of 
g per cent. below the value of the coin; and if it be true, that this 
regulation would have the effect of linking the price of bullion; on 
many occaſions, to 8 per rent. below the coin; in that caſe, would 
not the Engliffi and the French atqtiit cheir debts of the +1000 
pounds weight of their reſpective coin upon the ſame conditions 
In this caſe, would not the price of exchange vaniſh; ſince there 
would be no bullion to be ſent by either party ? Bur in che firſt caſe, 
would not England be obliged to fend 8 per cent. above the quan- 
tity bf gold bullion ſhe received from France, and would not the 
tranſ portation of this coſt money, and would not this tranſportation 
e marked by a certain price of exchange, and conſequently, — 
"the price of exchange riſe againſt Englands? TRY. 
But to this it is objected, that by the former example, Aan 
change marked 8 per cent. againſt England with great reaſon; be- 
cauſe it is plain, that chere is a balance of 8 per cent. againſt Eng- 
land, fince ſhe has ſent that proportion over to France in bullion; 
Very true. But had England, inſtead of taking to the value of 
1500 pounds weight of louis d'ors in claret, taken only for 200 
pounds iy. oh the exchange would have ſtill marked 8 per cent. 
loſs ; becauſe the 100 pounds of louis d'ors muſt be paid with the 
108 pounds of bullion, although England by this trade has evi- 
dently gained 892 r of _—_ wy en aan 
as alalſce! 0950 „et or un 2 (hath 
As matters of fact, when rea be l —_ greatly to 
confirm theory „by forming à ſolid /bafiy whereupon to reaſon, I 
| {hall he her po! Uf one which lud fallen tho my hands, and by 
apply ing it tothe en 
tional force to this reafoning. 
5 Hr. 
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- MrvCantilloo, in his Ape of Tode which:1 ſuppoſe he under- 2 
r nnen: 5 
his vt page. 3 NN N - 
The courſe of exchange between Paris and London igce the year fact. 
4.42426, has been at a medium prices ace. ſterling for the 
cron of three livres that is e this French 
«crown. of three livres, 3a pence flerling, when calculated on gold, 
hen in fact it is worth but thirty pence and three farthings, 
4. which. is giving four pounds in the hyodred For this Erench. mo- 
© ney i and conſequently, nts x wage of trade is ger 
©* cent. againſt England in favour of France.” 
-In' this place, Mr. Cantillon calculates the par of, 1 je 
cording to the common xule, to wit, gold bullion againſt gold 
lion in the coins of boch nations, where both are of legal w Ne; 
and he finds that there has been, theſe. thirty cn Ne 
lance of 4 per cent. againſt England. ,... , - um 
No according to my theory, this is exattly what the coinage, in 
France ought to produce, ſuppoſing on. 7 average that th ö e wade N 
ha been at par. Here is the reaſon, te 2i 1 tt t 


The coinage in France coſts g per cent, . d bann amb 
When the balance of unde is xoyrable fo or France, coin. 1s rorth 
8 per cent. above bullion. 399. 1641} 1449] 568 art ee ee 


he proof is plain. Were una! per.ceut. above by . 
vould ever carry bullion to the mn becauſe the, mint price is 
8 per cent. below that of the coin. rn 21) 44 8 . 

When thebalabthok undd in agninſt bat coin, mul Up 
to / the price of bullion} hs ids Und wn & 

; \84ppoſitg chen that ntchalanga gfichs reade.gf France (at & me- 
dium of thirty four years) is found to have been at par, . 174 not 
follut, chat at a medium. allo of theſg:thizzy four N coin 
muſt ha enbeem ace e 1 55 ve 10 
on?: Cee england nar ts aK Bk 


liranc 
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ſame weight and ſineneſs in 
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| When bul- For if the balance of tra 


% AN INQUIRY INTO THE re Book Il, P, 2, 


_ Bad have been, OpJeef er hr F u e 
Je to pay th Sit coina ef 05 e S ve tom 
W 0 am no merch chant, 400 y no Means pretend, to, a i 


ect underſtanding of thoſe Me 175 1 chink this circumſtance 
is at leaſt of ſufficient 1 importance to make the matter be inquired 


S wil this purpoſe, I ſhall i ſuggeſt a method of making the Al- 
Eaſy to be "if 1 it mall 1 gang that Fogliſh draughts on Paris, or French 


fi 
— all remittances to England, oe) at any time occaſion bullion t to riſe i in 


price price of bul- (h the t marker of Paris aboye the mint price, III it not be allowed t that 
eee — ſuch a circumſtance demonſtrates chat the balance of trade is then 
Pu mat. in favour of England? If at that fame time it mall be found, that 
_ exchange (when reckoned upon the gold as Cantillon has done) i 15 
againſt England, will it not be a demonſtration of the truth of what 

I have here ſuggeſted as 4 Tn worthy of examination? SOM 
Vhe e be againſt France, ſo : as to make her 
— to buy bullion to ſend to England, this is a proof that ſhe owes Eng- 
— land : a balance; ; and if at the ſame time the Engliſh are paying. 
— above the intrinſic value of the merals (in their reſpective coins) in 
Foce. Ihat they owe to France, that additional value cannot be paid by 
* as the price of exchange, or to pay for the tranſportation 
of their bullion, but to pay the French creditors the additional va- 
+ lue of their coin above the price of bullion. Tt. | 


Courſe * May we not alſo conclude, that in a kingdom ſuch as England, 


 excha 


rule of dg. where coinage is free, the courſe of exchange is no certain rule for 


ing of the judging of the balance of trade with France; but only of the value 


irade, but Of French coin above French bullion. All authors who have written 


v u upon exchange, repreſent the advanced price given upon bills above , 
<vin, the intrinſic value of the coins; to be the price of carriage and in- 


france, &c. in Which caſe exchange, no doubt, may mark the ba- 
lance of trade; but if an advanced price muſt be given in order to 
put bullion irits'cbin, or in other words, if the metalith the coin 
ate worth 8 per +4. more thun any"bulkon of the fare fneneſs, is 
it not evident chat 1 nation may be GETS por! balance oF bu 


of) un ide oi mma ormnmm set 166 b! lion 


f gloge 9 


cute . 2 Gr Tötfrient ret 7 
VVV 


8 Per cent. above the rate 6 button "in 1 s the re s to the 
Sir pes is Ber debtor upon the 7 ole; that 1519 t ay, Bez 
me be payin irg above che dei ei l exchange” as 1 7 25 a- 
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culated. 


u wk objetted that this *tannot be the cafe, becaufe hen 
the balance of trade is againſt the nation which impoſes 9 85 3 
their coin falls to the price of ballen "'} anſwer, that a ' balance ls 1 hen 
may be againſt fuch a nation, without produring 2 great a A —_ 
the coin. Coin is reduced fo the par © F bullion onl 0 ly 125 the ba Dh _ 
lance is at the height againft a natio \ A and whe n At has a 5 
ſo for a long time. WhO would g give coin at a diſcotint of 8 per cent, 
if there was a proſpect that in a few day 85 ae or even months, 
it was to rife to V% OUS TR 
Thefe are the reaſons which eng; Sed me, in rmer e apter, 
lay it down as a rule, that trading ſlates ed, endeavour, as 
nearly as poſſible, to obſerve the ſame regulations with their neigh- e 
bours, in every ching relating to their coin. It is alſo in order 3 . 
facilitate ſuch a regulation, that 1 ſhall inſert, at the end of 1 this —_ 
book, a very particular ſtate of the French coinage, and of what f 
can gather with regard to that of Holland. 6 pl 
From what has been ſaid, it appears | that the common method 0 of, The real par 
calculating the real par of exchange is not correct, ſince it is &l- not lobecal> np 
culated by comparing the quantity of fine bullion in different coins, ien 
and attributing the difference between the bullion paid for the Pa con I 
per, and the bullion received in payment of it, as the price of tranf — 8 457 
portation. This, I ſay, is by no means correct; nor is it poſſible ir Tabb. 
ſhould be ſo, vnleſs bills of exchange were ſpeciſied i in the weight * 
of ſine bullion, inſtead of being ſpecified in the denominations 
of the coin: an example will make this plain. 
Were a merchant in London tp ,aſk, of another who has a car: 
_ reſpondence in Paris, to give him an order for a hundred yards of, 


Abbeville cloth, and to offer him, in exchange, the ſame quantity of. 
cloth of a worſe quality, would not the merchant to whom the 


D 2 propoſal 
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pop sii immediitedy xl catate:dhevatueots both dme 
modities, and demand the difference of the value between. hat 
ha wa d Für, and aviorite: wazvXctne?; Gould eder tts dif- 
fetence bè confidered arany this, ꝙ elfeithant tha differente between 
the rea worth "ob htl commoddt ion Zut:werel they to exchange ur 
Ile san Runarddꝰ pon Dο fine! ſilver bullien; for tlie ſame 
weight at Paris then if rhemerchant demanded one grain more 
mat he Was to give, it ni the upD lie: aceount of tranſportation; 
bepauſef Weightifor weighep here is mot the ſmalleſt diſſerence be. 
teen Aua weigins of the ſine mierals. O dnss itt. 2189 
Bills of exchange then being all conceived in denominations of 
money of aecompt, realized in coin and coin changing in its va- 
lite with regard to bullion; it is evident that the real par . 
be eemputed upon the bullion alone contained in the coin. 
Obj. Ex- If ic is: objected, that ſinoe it is the courſe of exchange N re- 


chasge re 


gulates the gulates the price of bullion, all variations wesen W and: 
ler of bul- itz ought to be aſcribed to that cauſe. 4 
Add“ De: Han ſwrer, that ĩt is not the courſe of exchange which KO Eel 
8 therive of:bultiony but»!exchange makes it aſcend from the 
raiſes _ pied a oh it is regulated. ban 28 20011 418010 
Nat rice iarhe mint prieepegulates' che prite of bullion; and Ge 10 nf 
e nearly ſtand, while the balance of trade is either at par, or fa- 
Balance up- vyoutrable to a eduntry. Bxehange therefore, or a wrong balante, 


dar, vo mark A= Only male ic rife 3 unit returns to where it was, 124 this par 


of a balance Of another principle. 0 
- trade; 


5 5 in the next place, were I to All- that the balahte of trade tega- 
erg, Aases che Prire or büllicil, it would not onde that Whit js called 
55 the a/ par of exchuν i a rue to judge of che Balance traut of 
tion, 1 ct Platt tät if Frahct;) for &tamplé) being at pre- 

ent Gbliged to fend great fm. into Germany, upon account of 
"ho "the wir” (anno 15 Be,) Aras reduced tfie price of Ber edin to a par 
Wich bullicn/thar Al nations wilt profit of it as truch in their 

TT ae ae if ce“ Palänte we mene favourable, ts 

them; ſiute che butt Cr exehiiyh Will "flieh"a anſwer according 
* 


80 I to 
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ro:the ,icomverſian.. of bulliom far jbulion:in. all remittances to 


Fate. hνο ] 24187 541. 10 nini ain boron Das ANION! 
But were France at preſent io remit money to any other country, 
which has the balance favourable, and where coinage is paid, ſupꝰ 
poſe to Spain, while: the balance between France and Spain is 
ſuppoſed to be exactly even; would not the real par between che 


money of Spain and of France mark an exchange againſt France, 
for the value of the coinage impoſed by Spain? This is the reaſon 
why; in time of war, exchange: between France and England ap- 
pears more favourable to England han in time of peace, But 
docs this anywiſe prove that the balance of trade is then more 
in favour of England by no means for let me ſuppoſe. the 
balance of their trade to remain the ſame after the peace as at 
preſent ; is ãt not avident, that in proportion as the coin of France 
ſballrie above the bullion, Pn in 0 
appearance, againſt England! ately 5 eweing 
By the balance of trade, I here confantly undertand-acertain yum. « | 
quantity of: bullion. ſent by one nation to another, to pay what n 
they have not been able to compenſate: by an exchange of their: 
commoditics, remittances, &c. and nat that which they corapuee 
in their bills as the difference between the reſpective nee —_— 
coin and bullion in both countries. i allug 
How, then, is the real par of exchange to q co 40 _ qu 93 dee 
determine which nation pays a ance upon the exchange of their 


commodities ? Hons to nale 
Lanſwer, To determine that 888 let bullion over all the Ther” 
commercial world be, ſtated at 100, and let coin in every country" of of . 
be compared with, it, according to the current price. In England,be he. 
for example, (Were all. diſorders; of the coin removed) coin muſt ing value of 
always be as 190. In France, When the balance is favourable, ap by coin. not 
108. 27. In Germany (were che Emperor's late regulation wich 5 — 
varia 10 be made general), at, 10., And ſo forth, according $0. che fe bellen 
price of coinage impofed. every Where. Theſe, advanced values om 


aboyc ihe. 199, never can riſe Higher; and the, more. Webac 


; 
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of their refpeſtive tracde ig unfavomrable; the nearer they l fe 
verally come to go below which they never can fall. - Theferfluc-' 
tuations will conſtantly be marked in -exchange ;- becaufe all dir- 
cumſtances are exactly combined by merchants; but the batance' of 
the trade will only be marked by what Dan e ir 2 from 
_ theſe Proportions, Tbs A; Eng Go noir „ii e » 9116? 
Proof of Let me fuppoſe the trade of And unde upot ehe whole; 
Gave, '0P0- by great commiſſions from Cadiz, and bullion at the ſame time to 
, be carried to the mint at 8 per cent. below the price of oon. 
Let me ſuppoſe, that upon all che trade of England with France, 
there ſhall be, at that time, a balance of 2 per cen. ſent from France 
to England in bullion; and m nenen — 
of 1 per cent. — 'F 
1 fay, that the par of king Wen e 158 per 
cent. againſt England; and that the par enchange between Ger- 
many and France is 7 per cent. I ſtate it at this rate; becauſe the 
balance being ſuppoſed favourable for the three nations, the value 
of their coin with reſpect to 757 N. ougltt to de i in . ; 
tion to the mint price. L 
"The' courſe of exc bange, cherefoos, if it be a rule to judge by, 
ought to mark 6 per cent. againſt England; which I ſay is 2 per cent. 
in her favour: and the exchange with Germany ought to mark 
6 per cent. againſt Germany; which I call 1 per cent. in n en 
An example will make this plain. * 
Suppoſe Engliſh guineas, German carolins, and: French Louis, 5 
to be all of the ſame weight and fineneſs; I ſay, the real par in the 
example we have ſtated is, between Paris and London, 100 Louis 
are equal to 108 guineas; becauſe the 100 Louis are worth 100 
guineas in London, and 108 guineas are worth no more than Too 
Louis in Paris. Again, between Faris and Francfort, 100 Louis 
are equal to 105 carolins; becauſe 8 carolins are worth at Paris 
100 Louis and 101 IDuis at Francfort are worth 100 carolins ;: 
conſequentlyi the difference between 3 and 6 is the rea} gar, to 
wit, 100 Louis for 101 carolins. Next; as to the par between Lon- 
* 4 | don 
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don and Fruncfort, here roo :carvling equal 'rot guineas; beeauſe 
100 earolins in London are wörth 460 gun and tet —— | 
at Franefort are worth no more than roatardlins/' 
Now in the ordinary way of reckoning the real par, the ths 
Louis, 100 carolins, and 100 guineas, are Hl'fuppofed to be of the 
ſame value, in the three markets; and the difference between 
this ſuppoſed value, and What is paid for iti is fuppoſedd to be a 
loſs. upon trade. In this light, the nation's loſs reſembles the loſs 
incurred by-him, who, When he goes to the bank, and pays ten 
pounds ſterling in coin, for a batk· hote, ſays, that he has given 
ten pounds for a bit of paper not worth one farthing j reckoning 
the value of the note, at the real par of the paper it is writ upon. 
The general rule, therefore, as I apprehend, is, to ſettle the 
real par of different coins, not according to the” bullien they con- 
tain, but according tc the res e an Uh: 
their own market at the time. | 
If 1000 pounds weight of . bus en at London 
1000, pounds. weight of ſtandard bullion : and that 1000 pounds · 
of the ſame weight of Louis can buy at Paris 1080 pounds weight 
of the ſame ſtandard bullion; then the 1000 pounds weight of 
guineas is at the real Free 
Louis, and not worth 1000, as is commonly ſuppoſed. 4 . 
If. the doctrine laid down in een 
eſſential circumſtance has been overlooked, which ought to have 
entred into our combinations; (points eee. 
mine) then we may conclude,” ; 
Ae, That che courſe of exchange, in he wands 1 
culate the real par, is no rule for judging of «the. balance of rade. 
ada, That the great duty laid upon the fabrication of the French 
coin, either deceires tlie Engliſh nation; and wakes them con- 
clude, from the courſt of exchange, that their commerce with 
France i is extremely diſadvantageous : ar, if it be really diſadvan- 
tageous, that it is the impoſition of a . p in the 
n n b mlolro 15! 10 eitel ot nm 


5 AN INOUE e THEREIN Boor fin 2. 
I is a queſtion belonging to the theory of commerce, and not 
to that which we are now upon, to Examine the nature of a difad- 
vantageous trade, and to eſtigate the principles pointing out 
the commodities which every country ought to encourage for ex- 


dic RG A Tee n Mark: 


Application „When theſe RIS the trade br England * Vith France muſt be 
5 examined, and upon examination it will be found whether par 
5 trade be advantageous © or Hurtful. Hete the e veſtion 1 is 8 9102 

. this; 3 Whether from the courſe of e exchange it may | e concluded 

chat che balance of trade i is againſt England, becauſe the French 
crown is commonly paid with thirty two pence ſterling? We have 
decided that it cannot. If there be no other objections againſt che 
trade of France but this loſs upon exchange and if it be true 
chat this is no. proof of trade being againſt England, but only the 
conſequence of her free coinage; then it will follow, that England 
may lay as many reſtrictions, duties, a and clogs, u upon the French 
trade, as ſhe pleaſes, and 2255 even reduce it to n thing, withour 
ever removing the cauſe of complaint; while at the ſame timeſhe 
may be ruining. a trade, which pays her upon the whole a great 
balance, and upon which trade ſhe has it in her power, by follow. 
ing a different ſyſtem in her mint, to render her exchange as tar 
vourable as with any other nation in Europe. 

This point ſeems to be a matter of no ſmall i importance to Eng: 
land; ſince (from a miſtake in Point. of fact, into which ſhe is 
led from a deluſive appearance) a very lucrative trade, when con- 
ſidered by the balance it produces, nl z upon. kalte principles, be 
proſcribed as ditadvantageous ” 8 3 

"Theſe queſtions, however, are not as yet conſid; as entirely 


diſcuſſed, and they ſhall | be A little farther exarhined ; in the 1 
ing OR. 
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Obere are here propoſed, which 1 5 not 8 to Fo 
ſolve ; all 1 aim at js to diſcover bow they may be reſolved, fe 
I this inquiry ſhall prove an incitement to men of better capa- rn. 
city to review the ſame ſubjects, who have more extenſive combi- 
nations, more experience, and better information as to facts, in 
chat reſpect it has ſome degree of merit. 

I anſwer to the queſtion propoſed, that if the ir impolition of a L Suppoſi 
duty on coinage in England would have the effect of rendxing 

her trade with France more lucrative, then the loſs marked by the 
courſe of exchange is real, at leaft i in part 3 ; if otherwiſe, it is only 
apparent. | aue, 

What makes the commerce with any'country lucrative, i is IC Principles. 
balance paid upon the exchange of their commodities. 

hat regulates the quantity of commodities, taken from any 
country, in the way of trade, is the \ wants of the country 


g f 
4 


ing; and what ſets the balance even, is the reciprocal Wants. 0 


the other country. Nations do not give up correſpondence with 
their EH becauſe theſe do not * of 8 in 


che greater is bs profit: that Weh Wee muſt 9 — 

moſt, who ſells deareſt, and who at the fame time c ford to ſel] 

cheapeſt. W 
If an impoſition on coinage hal enable England'to ſell dearer, 


without depriving her of the A of being able to ſell as 
Vo. u. 3 cheap 


How the 
paying for 
coinage af- 
fects the 
profits on 
goods ex- 


ported. 
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cheap as at preſent,” then it will follow that an impoſition on coin- 
age will be advantageous: If it ſhall Jay her under a neceſſity of 
ſelling dearer, and deprive her of the poſfibility of ſelling ſo cheap 
as formerly, then the impoſition of coinage will be: hurtful. 

Theſe principles premiſed, as à foundation. for our reaſoning, 
let us firſt conſider the influence of coinage upon the profits on 
exportation; and then proceed to u into the n it has 
i ren articles of mportation; 

As to the firſt, 1 muſt obſerve, that England, as well as every 
other country, has ſeveral articles of exportation which are pecu- 
liar to herſelf, and OUISES which the muſt ſell. in competition with 
other nations. 5 

the price of what is peculiar is Iierthined by the competition: 
of thoſe who furniſh at home, and the loweſt price is regulated 
by their minimum of profit. The price of what is common is re- 
gulated by the competition of thoſe who furniſh from dieren 
countries. 

It the prices of what is peculiar ſhall remain, as before, attached 
to the denominations of the coin, after the impoſition of a duty 
on coinage, the competition of ' thoſe who furniſh will remain tlie 
ſame as before; becauſe prices will not vary; but the ſtranger, 
who buys, muſt nevertheleſs pay an advanced price for ſuch mer- 
chandize, becauſe the nation's coin, with which they are pur- 


chaſed, will be raiſed in its value with reſpect to bullion, the only 


price he can pay with, This is the price of coinage :' and this 
impoſition has the good effect of obliging ſtrangers to pay dearer 
than before, in favour of a benefit ne therefrom to the 


ſtate. | b s. 
Now, if it be obſerved that the demand made by his Engliſh 


for goods peculiar to France, (while theſe remain in France at 
the ſame price as formerly) does not diminiſh in proportion as tlie 


loſs upon exchange happens to riſe; why ſhould we ſuppoſe that 
the demand for goods peculiar 0 > England ſhould diminith, for a 
ſimilar reaſon ? 


3 . | If 
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If rhe: rife, however in the price of exehange ſhould diminiſh 
the foreign demand for ſuch Engliſh goods, by raiſing the price 
of them in the foreign market, this, at leaſt, will prove that 
coinage does not make prices fall proportionally at home; becauſe, 
if they ſhould fall, ſtrangers would buy as cheap as formerly: 
the prime coſt (as it would appear upon the accounts of their 
Engliſh correſpondents) would diminiſh; in proportion to the loſs 
upon exchange in remitting to England, and would juſt. compen- - 
ſate it: ſo upon the whole, the price of the merchandize would 
be the ſame in the foreign market as before. 

If the impoſition of coinage, therefore, be ſaid to raiſe the 
price of Engliſh merchandize in foreign markets, it muſt be al- 
lowed that it will not raiſe the value of the pound ſterling at home, 
by ſinking the value of commodities: that is to ſay, tlie prices of 
commodities will adhere to the denominations of the coin; and 
the coin bearing an advanced value, above what it bore mme 
ſtrangers muſt pay it. 

But will not this diminiſh the demand for Engliſh Hoot: Not 
;f they be peculiar to England, as we here ſuppoſe. But. allowing 
it ſhould, will not this diminution of demand ſink. the value of 

the Engliſh coin, by influencing the balance of trade? If fo, it 

will render remittances to England more advantageous: conſe- 
quently, it will recall the demand. The diſeaſe, therefore, in this 
caſe, ſeems to draw the remedy along with it. „ 430 Nie An 

Now what appears here to be a remedy againſt a diſeaſe, 100 at 
preſent, as we may call it, the ordinary Engliſh diet, ſince it is 
linking the coin to the price of bullion, If, therefore, tlie having 
coin always as cheap as bullion, can be. any advantage to trade, 
the nation is ſure of having it, whenever the balance is unfa- 
vourable, notwithſtanding the impoſition of a duty on coinage. 

Trade has its viciſſitudes, and all nations find, at times, that When the 
their neighbours muſt depend upon them. On ſuch Wy. the — 
balance of their commerce is greatly in their fa vo Ar 

E 2 nir «cf; ; 
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RY nah bes adf am advantage cevithaveapripcipivacibdme,, 

which, upgaſuch ecpabionkcis cuptblogt:timinihing with hathe 
Value1of that. merchandizg hui rien Rrangers mt give 

ay Mepric oh they BUY 2 qu 2110qz9 Sti gQn1h99579 enogrrrit och 
And bow, On.the. Qchex hand, he-farng:mineiple ſoema do fly c tha afſiſt 
favourable. angę f trade, when the balangeibacomes onfeveurable; sito xire/ 
- tyally diminiſhes, to ſtrangers the price of: all.our'commotlities; by : 
raiſing in our market then value af chat commodity, ( bullion) 

which they muſt give as the price of what they buy. 0949 

This may ſuffice, hin generalicupor bxportation. Ic ds a hint 


from a pexſon not verſed in commarce / and as ſuch at is humhly 
ſubmitted- 5D Yo 9v>ngled Sidgwiovrston bus dt thru, 


How the Igo paſs g che ſecond: part of thik operation, to wit, die in- 


paying for 


eoinage . fluence which the impoſition of coinage has upon the intereſts of 
$ the 


profits on trade, When the queſtion/ in to purehaſe the commodities of other 
| goods im- COUNTIES. Theſe operations are ao ditemmo and in nnen 


mu this theory they muſt be carefully diſtinguiſhed. SS 
When the Wer have. ſeeu.hom the impalyonipt — „ 


favourable. ahle halance of trade, procures to the mation an advanced price) 
upon che ſale of, ber exports. As long as it remains favourable; it 
maſt, produce the ſame good effect with regard to her importa- 
tions, by ſinking at home the price of the bullion, with which ſhe 

muſt. pay for them. Bullion muſt, become cheap in the .Englith 
market, in proportion as the balance of her trade is favqurable, and 
in proportion as it is cheaper there than in other nations (with 
reſpect to their reipective coins). in che ſame propartion, the nation 

has an advantage in paying what ſhe buys, 07 in employing her 
| byllion for extending che fund, of het o¼n commerce. ton 
And bow, Upon the other hand, ſhould the balance of her trade turn 


when un- 


mon. ab e bullion riſes, This gendere the price of all fo- 
-al N zacxchandize dearer to e importers than otherwiſe they 
tba 5508 Pg; zabegg wle they mmuſt. ed tham in bnlliog. . Rut thie lo 
25 2 5 2 At; prefers, 6guſtanaly,,incurced;; Sd when incurred, is not: we) 
:-; - Bengh the national loſs is upon the. balance o the trade; 8 
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if this wrong dalal ce (Which 1 Mere fppe f d proceed Cfl) fbi 
the imports exceeding the exports'upo\ rade fir general) renters” 
the. purchaſe of foreigti Hit dc N th” tenthabtt, 
withour coſts mort t e wee Huliem FIS A6e hi ſo Ff a Van 
tageous, that it diieourages vf ar Wentimie they 
ought to be diſeouraged, ahd there nag ente ſet we Valance! 
even again? volt dvr 10 q 2117 28 9vig Hum ach doi 
Thus I have endeavoured to0qualizethe influcite bf this priv- 
ciple in the four caſes to wit} 'uporicexpottation und im portätiö-/t 
under a favourable and unfavourable balance of trade. Theſe dif! 
ferent combinations mat always be examined ſeparately, or elte 


obſcurity and confuſion wil benſue 1 N oils Abtilw eee ; 


we muſt alſo obſerve, that there ure ſtill other cotibffritiöns 6 
be attended ro, although it be ſuperfluous to apply tlic princi les” 
to them; becauſe the variations proceeding from them are ſelf- 
evident. I mean, that tts queſtion may be CoHſuidered as relative 
to a nation which has coinage free with refpect to anotter Hatid 
where chat duty is impoſed. In chis caſe wwe may decide} tflat a9. 
far as che ſituation of the latter is advantageous; ſo far mtſt tit 
of the former be diſadvabtageous, anti bite Gef... yd eng 

The queſtion may alſo be oon ſidered in relation to torifitrieghwthy” 
have either the duty on eoinage the ſameꝭ or different,” Wien tHe"! 
have the fame, thare can be no advantage on either ſide i eg 
in this reſpect thut the nation” which has, upen un wverage;” the”! 
balanck of tfade in her favour, will thereby water her trie fin 
more favourable th would be, were wa 4 
fiden : obe 13 10 9Mtslsd, vil; blyodt:basd too 2 agg!) 


Nom which ye>thayToondhude} that the mote- i nation Hab tte Tur wis 
advantage im point. of witlepythe more it 18 Mer eint d l 


the duty bf edinageu li en e invfiohtith i 
countries, I appretwnd>that Ihe conntey iwhidle lope the- Taft 


vod bak 
au aste: 
dideiuces! 


d wot 
101 va 4 
IC ies 

2d; 234 
* 384919 
- i ebeog 

.05110q 


of; nad - 


„i 2onelsd 
vldsrwovst 


wt ban 


aw „ 


e is fa- 


able, the 
ad viſe- 


— 


duty upon her oe may de edndidere@av huvittg it 


21113 free, 


2 AN INQUIRY/1NTO THE PRINCIPEES Book III. P. a. 


free, and that the Wa I no more 
than the difference: Dow VINO i m i goes lin 
VU pon theſe principles muſt che queſtion e 1 re- 
ſolved. They never can decide as to the matter of fact, to wit, 
u whether the French trade is hurtful or lucrative 2 all we are war- 
anted to conclude from them is, that the trade of Great Britain 
would be more advantageous with France than it is, were a duty 
on coinage to be laid in England as high as there. In that ſenſe, 
we may ſay, that the apparent loſs by exchange is a proof that 
coin is commonly dearer in France than in England ; from which 
a loſs may be implied; but the loſs upon exchange no way denotes 
the degree of loſs upon the trade, and much leſs does it certify 
that the balance-upon the whole'is againſt Great Britain. 
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CHAP. IV. 
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Two ways FF HERE are two ways of impoſing coinage; one by po- 


n '- fitive law, and by the force of that authority which is every 


- where lodged in the legiſlature ; the other, which is more gentle, 
_ ._ renders the impoſition almoſt inſenſible, and is cltuaced 52 l 
— . — commerce. 


By the one and the other the fame end may be obtained; with 
this difference, that all circumſtances muſt yield to the force of 
authority: and 'when this is employed, coinage is impoſed as a 

tat upon coin, in fpight of all reſiſtance; whereas, in the other 
cafe, the effect' takes place by degrees: it is no tax upon coin; 
but it is liable to interruptions; and tlierefore, upon a general re- 


coinage 


Af 
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coinage of all; the ſpoeie of nation, lit is not {a eſtectual as the 
firſt; although it may anſwer perfectly well for ſupporting a fund 
of good ſpecie and for replacingall the diminutions it may ſuffer 
from melting down or enpor tation. D 19990 49 To bone 
I hall now give examples of the one and the other method: I plan laid 
thalt point out ſome of the conſequendes which attend both: Iſhall 40 un in this 
chalk out a rough draught af the) principles, which may be ap- 
plied in forming a plan for laying on that im poſition in the Engliſh 
mint: and laſt of all, I ſhall ſhey how the experiment . be 
made. 11 HN Fi 5E at b vnde 

Were the government of England to call in, at preſent, * 
coin in the nation, in order to be-recoined, and to fix the mint price — by 
of it, as gold and filver ſtandard bullion; at —— pen cent. below. the zutbority. 
value of the new coin; this would be impoſing coinage by poſi- 
rive law; and being an arbitrary operation upon the coin of the 
nation, could not fail of influencing the value of the money-unit- 

Were the government, on the other hand, to give orders to the How by 
mint, to pay gold and filyer bullion for the future, no dearer than — 
— per cent. below the coin, this would be no arbitrary operation 
on the coin of the nation, and would not (as I imagine) influence 
the value of the money-unit, although it might fink the price of 
bullion, by the influence of the principles of commerce. 

The different conſequences of theſe two methods of impoſing; 
coinage are now to be explained. W Jan 


1 


tw owrF 


Were England, during r time eds balancgof when by 
her ade is unfavourable, to impoſe-coinage by law, in, the manner aur f W. 
propoſed, the conſequence would be, that all the ſpecie i 3 8 
Britain, or at leaſt a confderabie pan of. ih might paſlibly, be west : 
melted down, and fold in the market for bills of exchange. In | 
a nation of trade, where credit is ſo extenſively. and ſolidly eſta- 
bliſhed, there would, in ſuch à caſe, be no difficulty to ſind an The metals 
outlet abroad far all the metals in the kingdom becauſe, then... 
every thing would be confidered. as; profit, Which Was leſs than 
the —— per cent, loſs.in carrying, the, coin to the mint. 


If 
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II it is objected, that this, plan has been, many times executed 
in France, particularly in. 170, and 4726, without any ſuch, incan- 
veniences; I anſwer, 14. herr dene u o der Occaſions, cicu¹ - 
ſtances are to be examined... 
Hows in! Upon ſuch occaſions, in-Erance,, the coin is ordered to the mint, 


— pan againſt thoſe who ſhall not obey; melting don is 
245 


ſtrictly inquired into, and ſeverely puniſhed ; all the roads which 
lead to foreign countries are beſet with guards, and no coin is ſuf- 


fered to be exported ;, all debts may be demanded in coin; ana 
internal commerce is carried on with ſpecie. 


This is a violent method of impoſing a tax upon all che coin in 
che nation; and the general coinage is made with no other inten- 
tion. In the coinage 1799, this tax amounted to 23 fr per cent. 
(Dutot, Vol. L p. 104.) 


| French poli- Under theſe circumſtances, it is very evident, that. thoſe 4 


tics, as io 


coin, not have coin or bullion muſt either carry it to the mint, or bury it: 
— there is no middle courſe to be followed. 

Let me here obſerve by the bye, how frequent it is to ſee people 

blame the greateſt. miniſters raſhly, and impute to them the maſt 

abfurd opinions concerning the moſt ſimple matters. How. much 

have the miniſters of France been laugh'd at, for pretending to for- 

bid the exportation of coin, to pay the balance of their trade? 

They did not forbid the exportation of the coin for paying of their 

debts: On the contrary, the King has ſometimes had his bank- 

. ers, whoſe buſineſs it was to ſend coin to Holland for that purpoſe, 


as we ſhall explain in another place. This, I think, is commoa 

5 lt me xidicule, is, turned againſt choſe. ſtares, who forbid the 
melting down. and exportation of coin, where coinage is free, I 
muſt alſo make anſwer, that abere the prohibition: is laid on, to ſave 
tao government the expence of perpetually recoining what is melted 
dawny.or.at comming, the foreign ſpecie, imported in return for 
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ls it not evident, from — rinciples: Ai un in the firſt chip How coin- 
ter; that, inthiscafe; che Ius Or The coffr ruft kite, not only r Megee 
with reſpect tc bullion, Bite WHT er" every cbm be ae 
in other words, that the priets or tothmödzties rut” fan Univer de 
 fally with reſpect to che deriominations of the coi.” För Who 
wilt pay the fame price for Coottimolity, after he Hg been © 
to pay —— per cent. to purchase che price with Whith' ne rant 
buy? But the moment the gredt operation of the general coinage 
is over, and that trade begins to work its former effects, while 
the balance of it is ſuppoſed” to remain unfavourable; all prices 
will return to their former rate, with regard to the denomiflatibnis 3 
of the coin, by the operation of another principle. "THe new coin 
procured at ſo much coſt wilt then fall to the price of bullion; — 
that is to ſay, all the price paid for coinage” Wilt be loſt, and OI 
eonſequently money will return to its former value; or in ther 
words; prices will be made ts rife to cietr fortner Height; betz tile 
men no body will be obliged to pay — pr telt. to procure che PRE, 

Now, it 1s the effect operated upon prices by the return of à fa. A caſe not 
vourable balance, when coin regains an advanced price above bul- ar$ = 

y this 

lion by the influence of commerce, which my theory does hot 2 
reaehi to. I cannot diſcover a principle, which can forte the pficës — 
of articles is and conſumption to fall and fluctuate with the prices *periment. 
of bullion; becauſe 1 find them too cloſely attached to the dend. 
minations of the coin; and that foreign commerce has not fufſt- 
oient . inſluenee upon them A that combination is beyond my 
reach to extricate, I leave it to the deeiſtion of experiment (ute 
- Here a plain objection occurs againſt whit Hias been ſaid in che An object ion 
twelfch chapter of the firſt part, vi. That the Weuring ef We ng 
liſh coin has the eſfeſt of raifing the price of Hin themarner 
which would be mite u u n reef Ne e te lege 


vegight. But the anſwer is plain. In the former cafe; the dimi- 
„VOI. II. F nution 
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ntition of the value of — andi permanent; 
in which eaſe, with time, bir works itsc effects of | railing) prices 
witliout doubt: but here the augmentation is not real, and the 
flucxuations of the value of the com with reſpect to bullion, are 
both imperceptible th any but merchants, and at the ſame time 
ſo uncertain, chat they have flat time: to work their effects __ 
the price of other commodities!!! [7 57 or 7 7 bent 
Were a balance of trade to continue long favourable, ada wive 
edin to preſerve, during all that tune, the | ſame advanced value 
with regard to hin in tliat caſe I have little doubt but the value 
of chat univerſal commodity (bullion) in conjunction with the 
operations and influence of foreign commerce, might reach inland 
markets, and reduce the price of commodities. But this: is ſel- 
dom the caſe (as I am apt to believe, ) and in proportion as it is ſo, 
more or leſs, will a r influence the "_— wd com- 
modities. Den 11 1 9 21 1 „2991190 tinte 
Coinage af- Coinage undes bug eee to hs 3 
— as affecting immedwately the price of bullion! only, and that of com- 
bal modities indirectlys whereas the diminution of the intrinſic value 
and that of Of the coin, by immediately affecting price, muſt e gd af- 
conmodi- feet the rate of every thing which is given for it. 
ur Let us next examine the conſequence of impoſing CR hy 
he inſtuence of the principles of commerce. | 
OT ne method here is to leave every one free tout with pb | 
2 —— or with their bullion, what they pleaſe. Do they incline to melt 
impoſed - don or export the coin, they may have entire liberty to do it: no 


with con- 


lent. penalty ought to be impoſed, other than that which will er 
follow; vin. the expence of procuring new coin. 
in order to malte oui reaſoning here more diſtinct, let us fort 
a fuppoſition with regard to a new eee the * 
coin. üg gilt line org „Iii b gr EDT YOM £7 
hel preſent confuſiom has'comvinced every en Ane 
tion et the coin is neteſſary / and the opinions of thoſe who have 
writ «aaa that fubject ſeem 1 divided upon one main ar- 
2010 ticle. 
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ticks; Thentnalinerddifpqtonionddoiatiiconine he! goldbeing 
there to the-filver,-as£10-15.21:anſtead of being as 4 49 14.5. By 


law, 213 grains of gold are inade equal 027 18-5 grains of ſilvex. 


One party would have che ſiiver adjuſted to the gold; the other 


would have the gold adj uſtad eto: the ſiluer . This is the queſtion, in 
a few words. Now ſuppoſe a middle, courſe were taken, and chat 
the ſtandard were to be fixed at the: mean ꝓroportion of , theſe, wo 
values; that is, at the valuerof che half of 1718. grains finc 
filver, added-to: the half of 13 grains i fine; gold ; which, in the 
furſb pari of this bock, we hae ſheaun, by many arguments, to be 
the only method of preſerviiig an equality in the money- unit; 
this will make the new pound conſiſt of 1678.6 grains of ſine ſil 
ver, and 115.77 grains ins gold : and this ãs alſo a ſom af medium 
between the two opinions „ Hedi Ms Ie 5112 St) mob 
At that rate, the pound aroy ſtandan ſilver muſt, be coined into 
63 ſhillings and 6 pence, and the pound troy ſtandard gold into 
46 guineas, or pound · pieces, each worth a0 ſhillings. 


Now, if upon both ſpecies 8 per ten coinage were impaſed, © 
(for as all this is a pure fuppoſition, it is nn matter at what irate = 
the coinage be ſtated) then the mint price of the pound troy fine 


ſilver muſt be fixed at 63 f. 1 4 d. and the mint price of a pound 
troy of fine gold at 45 l. 5 r. di. ſterli ng 


L 23211 


Suppoſe then (as an example) that che mins wise Af; Gar Thur bel 
bullion ſhould be fixed: at 8 per cent. below the coin in England; ben 


Wherprinitigle . —— cone 


J anſwer, When the balance of trade is favourable for England, 


continues favourable, after the ſirſt balance is paid, What uſe can 
thoſe who have the bullion make of it, if chene he no demand for 
it to work it into plate? To export it, by employing it in grade, 
does not remove the difficulty ; becauſe, while the balance ſtands 
favourable,' export as muck as you ill,, mare bullen muſt enter 
than it is poſſible to export, in the way f trade for awe do not 
fuppoſe:thar in exporting) it, it is tobe \givan away: gratis.) The 


when trade 
is favour- 


that balance muſt ſooner or later be paid in bullion. df trade Bill wie. 
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püllion, therefore net being dettandedforexpottationizmbt:bewg 
permitted td pafs currbrt for money and not being de manded for 
making into plate muſt ben employed fo as to be proſitable to the 
owner'onetway'6r other. "Forthis purpoſe muſb be bent, orem- 
ployed wirhint the ebuntry for puirchaſing ſome ſort of effects which 
produce an intomel Tor this ptirpoſe: the bullion muſt be coined, 
in rder to render ir capable of circulation, and of becoming pride. 

At all times, therefore, When ina country there is bullion; not 
dematided as ſuch; che proprietor carries it to the mint, he ſells gt 
at the mint price; and as this mine price is Rated at 8 per centitbe- 
Tow the price of coin, he gives it for the price he can get for ie: 
this le does without regrer, becauſe, if next day he ſhould want 
to change his coin into bullion again, he will find it in the market 

| mn n \ at the ſame value. 17 til 2 LIMO?) 7 114}: t 10 'bart39rr 2; 11. ve 
fl it be farther objected, tliat rather chan carry it to the mint at 
8 per cent. diſcount, people will lend it to foreigners: I anſwer, that 
lit it be lent to foreigners, this lending will turn what we call the 
balance of trade againſt England; and then certainly no body will 
carry bullion to be coined; for in Which ever way it happens that 
more bullion is ex ported than is imported, in every caſe the price 
ef exchange and of bullion muſt riſe; and this is conſtantly con- 
ſtructed, though very improperly, as a balance of trade againſt 
England: which, to mention it by the bye, is another reaſon 10 
prove how ill people judge of the proſperity of trade by the courſe 
of exchange ſinoe the lending of money, as well as the paying 
of debts, equally turns exchange againſt the country) 
Bullion, therefore, never will be carried to the mint, when it 
tan de diſpoſed of above the/ mint pticeꝝ and both theory and ex- 
'perience; over all Europe, here, England cacepted, coinage is 
impoſed, proves,” that bullion is: carried to the mint, and ſold be · 
Tow the price of coin weight for weight of equal ſineneſs. 

Now the * By ffxing che mint price at Bw cer / below the valug of the! coin, 
d ens N is hot feceffrry that tlg price be cade iu riable e a power may 
may be al- He Todpea'fomewhere,' by ce / ſtute uo make deviations from the 


lowed to 


vary. #1 ſtandard. 


* 
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= fixndardpriaeicActuaribreaks.anth large quantities: of, coin; are 
exported; ſpocie beromes ſcarce; May-northetare, at ſuch a time: 
deliver coin at the mint at theccurrentgprice: of, the bullion !? Let 
matters come to the worſt. tha price can never poſſihly riſe, aboye 
thelpreſent value, to wit. chat af the coin, hen it is preſery edi at 
its true weight. If pcace returns, and trade becomes favourable, 
the mint may then be ordered to ſink its; price; in proportion to 
circumſtances. In ſhrort, the mint may receive bullion at different 
prices, at different times, without, accafioning the ſmalleſt con- 


fuſion by ſuch variations in thedntrinſie value of the curxent ſpecie, g 
which muſt conſtantly be the ſame. It is of no conſequence to 85 
any perſon who receives it, whether the coinage colts nothing, or | 
whether it colts 8 pert cent. 228 mould Gini nice irt 915 


By this method of . coinage, all the advantages reaped Influence of” 
by France may be reaped hy England. The bullian will, be allayed of impoſe = 
to fall as low as with them, when trade is favourable. If it riſes, W 

upon a wrong balance, the mint need not be ſtopped, in caſe com commodi- 
be found wanting for the uſes of the ſtate j and when that neceſ- . af e 
ſary demand is fatisfied, the mint price may be reduced again. pound ſter- 
l do not ſee how the value of the pound ſterling can be any- DE 
wiſe influenced by this plan of impoſing (coinage : becauſe the 
impoſition is not arbitrary; nor can't either add to or take from 

the maſs of the metals appointed by ſtatute to enter into the coin. 

he only poſſible influence coinage can have upon the value pf 

the pound ſterling, is by lowering the price of commodities, It it 

has this effect, I ſtill agree that it is che ſame thing as if an addi- 
tion were made to the metals in the coin. Experience alone will 
reſolve the queſtion: and if by chis it is found that i prices ae 

not aſſected by» it, chen we may ſafely declare, that no variation 

has been occaſioned in the value oi the money-unit, and 

quently no injury done to any intereſt within the ſtate , „ 

This propoktion, however, requizes, ſome limitatigns. ſfhe 
prices of commodiiies, certainly will nat;be affected inmediatcly b 3 
che impoſition of coinage, in he way it has heen ꝑropoſed to lay 
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it n but 1 d not“ Tay tHAE” Upon Hotte Occuftons, they may Hot = 
be affected by fi6w/degrees!! 4 917 gant 10 em 0 0 21 g : | 
When the balance ob trace at any time has ftobd long favours 9 
able for England; vhen the coin has remained long conſiderably 3» 
above the price of bulliom 4d: wheh-conftquencly, the mirit hav JF 

been well employed, theft itte Value öf commadities, as has beeti ; 
ſaid; may become iniffuenced by The operations of foreign cot 
meree, and be funk in their price: Vet even here this cofiſequente 
is by no means certain; for this reaſon! that what turns the balance 1 
of trade. in favour of a nation is the detnand which foreign mar- 5 
kets make for her commodities : now this demand, as it raiſes thie 
value of her coin above her bullion;'fo it raiſes the price of her 
commodities, by increaſing foreign competition to acquire them: 
t Theſe combinations are very intricate; and more properly belong 
do the doctrine of commerce than to thit'whith we are now upon. 
I nave thrown them in here, for the fake of extending the preſent 
theory a little farther, and for enabling us to account for appear- 
ances which may happen upon the impoſition! of' coinage, ſup- 
poſing it ſhould be thought proper to make che experiment. 
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How an Experiment may be made to diſcover with Certainty the 

49] „911 : Teal Effects of the Tmpofition of Coina e. 44 ned * 

ave dwelt very long upon this part of 'onr fubject, and 

| after all our endeavours to elucidate the principles which 

dught to decide whether or not the/impoſttion of coinage will raiſe 
the value of the pound ſterling, in a kingdom which, Ike Great 
Brita / is in a mertuntibe cbrrefpondente with nations here 
that duty is introtecec we have full been obliged to leave the final 
decifion of the queſtion to an experiment. 


( 


* 


9 * 
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cue. n OF; PQLITIGAL QECONOME.,, 22 


\oBy,that alone it, will be.clearly. diſcayered, whether coinage. will 
have the effect, 1m, of ſinking the prices, of, commaditics,. to the 
prejudice of manufacturers; 24, of xaiſing the price of the pound 
ſierling, to the prejudice, of all the claſſes. of debtors, within the 
nation; and 3:44, of hurting trade, hy putting England, under the 
neceflity of ſelling dearer, without heinggable o fell. as cheap as 
before: or whether commodities will remainat. their former prices z 
che pound ſterling at the ſame value; and England be enabled co 
ſell, dearen to foreigners, hen her commerce is favourable, with- 


at preſent. Heir 7 21617 50 29111 DhOWIMION FT; Ts Ot Arn #2123 4 
I ſhall now give = hint concerning a proper method of TRANS 
the experiment. 1 Mtoe agosto; fuls # SITLEMIELLATIC 


. Suppoſe peace * reſtored, and a balance of rade favourable — The plan of 
land; that government, ſhall take che reſolution fo ſet about the 2 
re formation of the coin; that they ſhall publiſh the plan of xe: poſed. 
formation three years before it is intended to commence, according 
to what was propoſed in the 14th chapter of the firſt part; that 


they ſhall make a change in the mean, time upon the regulation 
of the mint, by ordering all ſilver coin, and all guineas, except thoſe 


of George ll. to paſs by weight; that ſhillings ſhall be ordered to be 
coined at 65 in the pound troy ; the mint price, when at par with 
the coin, remaining as at preſent with regard to the gold, and 
raiſed to 65 new pence per ounce with regard to the filver. This, 
I imagine, will furniſh ſpecie ſufficient to the nation, and will make 
no change upon the yalue of the pound ſterling at. preſent. 
So ſoon as there ſhall be a few millions of ſilver coined free, let The con- 
he mint price both of gold and filver. be dimiviſhed, ſuppoſe 4pp N n b 
cent. This, I imagine, will in a ſhort, time give an advanced * I 2 
to coin, and ſink the price of bullion; which will, have the effect from abroad, 
of recalling all che guineas of the late King, fromm Holland and 
Flanders; becauſe, coin being ihen dearer chan hullion in England. 
people will chooſe to fend yer current guincas to pay their Engliſh 


x Wrirten-in vhs; year 176. 1 noiftayp 5 to goth. 
n 3 debts, 
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cbtg, rather than to remit, bills, of exchange., Jig ginrugaſaycs,, 
wy naturally ſtop the oining of "ola for ſome. time but if As. 


balance of trade mall continue Favo . le, the Mint Nut, e | 
de ſet a-goifientc win Sat 4 b n es Et 
During this During this period, abi a attention mult 1 be had to the Hate, of 


experiment, 


a cloſe atten- Prices. It. is plain, chat ſtopp! Ng. the coining of gold ought. not 19 
tion muſt be 

bad tothe make them fink ; ſince; the daily augmentation upon the quantity 

rae of = of,ghe gold coin from abroad (which. will not coſt any coinage) will,. 

en  Limnaging, be ſuflicient tocompen£age it, If, therefore, prices ſhall, 
be found to fink. ae eee een 15 n Avg 


'T: 2 


iy diſcover — true tate of the caſe. 5 
And if they If the linking of, the price is a neceſſary conſequence, of the im- | 
ary, bow poſition of coinagę. it wall perhaps manifeſſitſelf by the following 
the true {ymptoms :. 128, The proſit of the Engliſh, merchants upon goods. 
* exported will be the ſame as before. 2do, The price of the goods | 
exported will be the ſame as before in foreign markets. And 314, 
Exchange will mark as many per cent. favourable for. England as 
goods will have fallen, in their price at home. 
If the fall. of the prices be forced, by a combination among the 
mexchants, . their. profits will be greater; and very probably no 
variation will appear upon the exchange in favour of England... _ 
Let, therefore, the courſe of exchange be attended to, and hy, 
mis the miniſter will be able. to judge, when ſilver and gold ace 
to be brought to the mint. The moment exchange, and the price 
of bullion in the London market, ſhall. ſhew that coinſis near the 
full. ꝓrice of coinage above the price of bullion, then che time ap- 
proaches when the mint is to be ſet a- going. 1143: 86:44 „nal 
Farthercon- It is to no purpoſe to pretend to progneſticate the; eſlect of chis 
3 change in the policy of the Engliſhi mint. Eſſects it will certainly 
meut. produce, which everꝝ one will interpret according as, their iniereſt 
may dictate ta tem. But the principles of trade are naw, to 
well known. Engliſh miniſters are too well anſtr usted in che 4 
of it, and too ſharp- ſighted to be deceived by appearances. A: taial 
n of 


1 
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of a few years will render me ce | 
perfectly clez* ;"and"before eros e bay the wat | 
ciples will be ſo well confirmed, as not to leave a ſhadow of 
doubt concerning the courſe which is beſt to be followed. | 
The filver coined in the interval; at 65 ſhillings in the pound troy, 
may then be rated at its juſt value, im proportion to the new pound 
ſterling, and may form a denomination by itſelf, eaſily to be diſtin- 
guiſhed by the ſtamp: If it ſhoulT Happe to fall into inconvenient: 
fractions, let it be called in, and received at the mint above the 
rate of other bullion: the loſs will not be confiderable ; and it 
cannot be expected that any plan cam be — — 
JI 8 

Another method is, to coin, during the interval of the three 
years, ſhillings of the weight adapted to the new regulation, and 
to give them a value proportioned to che preſent currency, — 
mean time. 

In whatever way the experiment be made, by the RARER of 
the price of coinage, a great expence will be ſaved to the ſtate, the 
expence of the mint. The national coin will be kept at home, 
and when exported, will be preſerved from tlie melting por. This 
is the caſe with the French coin. Why are louĩs ors worth as much 
as guineas in many foreign countries ? It is evident that they are 
not intrinſically worth ſo much by 4 per cent. but they are vit-- 
tually fo in the eyes of money- jobbers; beeauſe, being exported 
from France while coin is fallen low by a wrong balance of 
their trade, they ſtill retain an advanced value, for this reaſon, that 
when ſent back, upon a revolution in trade, they are better than 
bullion, by all the advanced price of the French coin, at à timo 
when their balance becomes favourable; and for this reaſon they 
are ſoughr for, and are paid for in proportion: whereas any bul- 
lion, or any coin whatſoever, is as good to ſend to England as her. 
own proper ſpecie ; 9 ˙———— 
without the ſmalleſt W 8 | | 
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ed we eſti- 10D perd lx ing IN; cnamine the en g/ mot 


mate the 
wealth of a 
nation by 


' the quantity 


Vol its coin? 


Rey Smell in England: and in. Nane and 49 compaxe the quanti⸗ 
tips coined vvith eqn i ties in viene. Fegple commonly; lie 
mate che wealchçf AA by the quantity of its coined: MOREY: 

Same go farcher, and am gine chat de quantity; of the.caingd,mp: 


nen is the, repreſenmtiog.anꝗꝛ g the, meaſure, of its wealth, 


Leannot be of this opinion for reaſons which I haye given in ang, 


cher place: but] ſhallonly, ohſexvs hexe, chat coin, libe every other 
ching. ia made in proportion.to:the-accaons people have for it. 


A The more equality chere is bew enindHNſtry rand conſumption in 


any nation, the leſa cin tha have ogcafian for, in proportion 46 
che alienations they make the more a nation is given to penury 
and hoarding, their occaſions for coin are propoxtionally greater.. 
An exampleowill; make» this plain. Suppoſe two markets in a 


21 nale a 
e Gam 


8 eto the one to ſell, in order to buy; that zoo refort to the other, with 
ug + An intention onlx to ſell, and g others: only to buy. In the laſt 


- country; where paper does not ciraulate 3 that ro00 people came 


etample, it is evident, chat there muſt be brought to market; in 
ſpevie; the price of all the goods offered to ſale, or elſe a part maſk 


remain unſold: but in the firſt caſe, a much ſmaller proportion 


will ſuffice ; becauſe no ſooner has any one ſold the goods he has; 


than he buys from another what he has occaſion for; and ſo the 


fame monty circulates from hand ta hand, ſo much, chat if we 


fiippole &vers-oneidf the thouſand perſons to ſell for the preciſe 


value of what he buys, every man will carry home the ſame fora 


of money he had in his pocket on coming to market. Thoſe who 


begin by ſelling, will carry home their own coin; thoſe who begin 
with buying, will replace what they had with the coin of other 


people. 


In proportion, therefore, to the trucks of commodities for com- 
modities, money is the leſs neceſſary ; and in proportion as people 
ſell, in order to realize, coin is the more neceſſary. When hoard- 


ing was in faſhion, and when lending upon intereſt was little 


; g known, 
1AH: 8 0 


enlelN7="3 or OEGONGIEEY! 44: 


Had Alterlatton been as gretyuent us at preſent the total ß 


— —— mch greater. eee 
where lending at intereſt is lawful,” ereept itt nations here credit 
is pretarious. This was the cafe in England about 1695 und s 
perhaps the cafe at preſent itt Frumee g Heutding from this 1 
Melis more hurtful than from any other: beeatſe, at the ſame 
tine that it deprives the publſè vf a cireulating value, by prevent! 
ing the lending of che coin of the nation; Ir alſo prevents bulliotr 
from being lent by neighbouring Rates; and from being carriad to 
the mint by«hoſe who Have' it at home. Whereus hearding from 
awarice has none of | theſe intonsehientes ; and when credit i- 


good, chere will always be found coin ſufficient; becauſe a demand 


for it will always procure itt. 2 


och %1 7&7 


' 16 9 


Why is chere ſo little (coin in England, in proportipm to what juſt as we - 


there is in France? Does any man imagine that this is a m 1— 


poverty? By no means Let the ſtate proferibe the currency!: as Ad * 


paper money, the com: will quickly return: becauſe then it will bis 
be demanded. But at preſent the paper ſupplies its place, and ſo 
it goes abroad in order to gain more Mhereaa in France it remaing 
ar ie, and produces nothing. The wealth of a nation can na 


more be eſtimated by the quantity of its coin, than the wealth iof 


private people by the weight of their purſe. Were @: perſon, from 


that circumſtance, to calculate the wealth of the Britiſh caurtiars 
aſſembled at the Groom — would 6nd. hint grolp. 
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deducing the principles df ery branch” bf politics, it 18 Uf 
1 Freut importance, it fettitig but, tö Heat every Oe NEparately, 
60 old intritate combinations f cifcufffſtantes; ant to“ TEth 
now te diſtingurſli between ttie operationis of the general principle 
dr queſtion, and the influence of an actidental circumſtance, Which 
may throw'the detifibn bb rn on A prineipte di- 
fFerent from that Upon whith'our attertfoni Is fired at the tithe,” L 

the combination and complication of circumſtances be & Vr ſo great, 
all and every ne bf them cnſtantly remaln under the influence 
«11406 ec bne principle or other. 07226105 i Haft Nai edu 
he great art, therefore, 18 to hade the Whole plan of the ſcientt 
oö ready ar OMAN às t6 be able w combine and apply Every 
-of FPeinerple of T tb the Bite propoſed.” 540557 701 * ia“. MONTE? 
rom this we Uiſcover of Whar importance it is to be exactly ii 
formed as to facts, and how utterly infufficiemt the beſt'theory 18 
0: + ileche hands of any perfbrt, WH is not at tlic ſamè time a thorotigh 
pP);actitioner ift the political fence, ee 
m treating of the application of principles "tb particular cafes, 
we muſt conſtantiy go upon this hypotheſis, kat in the cette 
pPropofed thete are nd unknown circurnſtantes, which may be rb 
pugnant to che exact combination of thafe Which Have xfftred ift 

our fiippoſition. THIS S Wie 0 Die 69% TIO)» WIN 20 N 
The uſe of The uſe, therefore,” of à miſcellanedus chapter, Aftef HE Artic 
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which have not been introduced in che body of the work, for fear 
of rendering combinations too complicated, and of drawing the 
attention from the main objectiofiniiry. When a particular ap- 
pearance, alſo, ſeems to contradict a known principle, that appear- 
-ance may herebeanalized.andeuhi@anieniafiofinccate pointed 
out, and ranged under thepripciple which influences it. Numbers 
of objections alſo occur to readers of ſuch inquiries, and which 
even natural occur to.the uber im. plchovgÞ hte be.oblient 
ic take v notice of them. ap the, yimpy, der fear, of. jinterrapting l 
ſubje&; theſe may, praperly.,find , Mage 49.2, ublidiary chapter 
Ic is, however, to no -purpale .i9 atrempt..to.gxheult any political 
ſubject. The combinations. pf, cucumſtances. are inſinite; and 
therefore, people mak, ponfengt themſelves wah fleducing all, the 
PP . aſia tbervelt ro.the. 
; reader's DEFOVRE; nnn 30 nor fqmod bros nonfgodinog Off) 
+ Ques7. I. The fixſt queſtion I ſhall. propos far. illuſtrating, this Oed. . 
ſubject ſhall be, Whence it comes to paſs that the doctrine of, mo+ qr 
ney, is ſoruremely difcult and imalred2,cq; cis wry dy aber 
; P8SW., This, 1 aſexibe chiefly tothe iprnoduRiqn, of. a moneys ene 
Jargon, employed by people who, hays. had the management of Aue Be- 
mints, or Who have been practical merchants, without knowing pere! 
any thing of the theory of their buſineſs, bar 238 61 en bacmot eh jargon. 
As long as maney went by, weight, and was conſflexed ns gold The deno- 
| and filver bullion, the whole doctrine of it, remained ..clear miuations of 
intelligible ; hut the introduction of a numerary xalue, gr depomi- confounded 
nations of, money of accompt, ſometimes attached t9.gne quantiey; nale rates 
of, the metals ſometimęg go, anofher; and the, infergſh, of nge '* 
which, made them engeavour. 10, perſuade theix GU? Ae 
ſtamp of the coin was ſufficient to give a value to it D889 20; 
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2 Te The firſt is, confounding ideas: quite flifferent:imrtheot- 


The terms 


CCC 


3 brio 6 are often, underſtood, and made uſe, of: * ſynonimous, a 
eden he. though no thinga.can;he-mare Giffergn. % 
rn, The terms geg nd vr bend eme ou no other den ue 


meam by that of pure, phyſical trim! anno 10% for 81958 

* That of money, of, gccomph, ce preſents an .invaziable ſcale for moa- 
a 

money i We Tales; 100 HI ow Not IHE #1931B9f FI 11 noqty As 


| Wharby „ Ca conveys the. idea, of, che public: authority aſcertaining the. 
exa x proportion of fine and alley, in: a mixed, metal, and che xeal-. 
izing, in a dererminare weght, of, it, ze: ih ————_ 
ſqmerimescorreRy, 7 7 os 1 
What by Bullion carries Cup idea of certain determinate, — the 
* metals, common! 1 alte ptained by, ſome, public ſtamp or other. 
Wis drawing | their value. exactly from the proportion of the fine - 
metals they Contain, the, workmanſhip. nee een as of no 
85 


N 0 A ry nend nov nin 51 torr 2M01TCAT TY [Y | 5158) 
=, bye. _> * han: confidered as aN: in coin, is a - 
me ex idea Mill, In is are comprehended theyalue of che metals; 

ge = b of the, ſtamp for the currency ; the actual value of 

„the coin as a manufacture, above: the value of it as a metala che 

ado ne and univerſal equiyalent of all things aljenables and.the- 

wean value of the currency, of which price is ſuppoſed to conti 
BAPEE 5 O4TC 

0 A Iqugt parts, when perhaps it does not 

The ideas, therefore, of gold and ſilver, of money, of coin, of - bul»+ 

* hes of _ are all different; they are commonly confound - 
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* FOND 41 4 ns „ Ittolit 1&t 00} 1b 0? 10M bas ,colmtno; 
The ad: 2 e ſecond is owing, to the common method of, eſtimating 


f the terms IE th 
ribe and 1 value, and. 1 Fee tween gald and auer; coin, and 
ing, an money 
— * * 2 11 0 merch Wii Al uſyally employed to e 
ER preſs fye h 6 7 A Na. air in and big ſinking, ts the like; people 
io bY eſe ern x 470 x, agreeing upon the thing 
„Which onder 1201 The value of one of the pre- 
14 0 401 Ile — . 3 _ 1d O (\ 1413? 11 109 DMN Ar * 
A h91100 6 
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B biifiandy retabie AN GeN bets and yet.. 
hou?" ending w e, we NAY cht Pe 1 = 
ad fomerimes the fler, as de Gtnnef! inbäfuré; and te bos 11s 
one is talking of gold ada cSthm t flache, the perſon he one by 
talks to ãs conſideving it perbapꝰ asl the ch Matte This in. 
accuracy, in ſuppoſing ſometimes ue lid Us Hd, Afd Tome: - 
tunes the other, involves us in great Vhfcüritles; eſpecially when 
we ſpeak upon ſuch matters with thoſe who have not diſtinct com- 
bimations of ideas: ank af dite br Four people tre engaged in 1 
obewerſution upon mate yf every ond afiiig the fänd tern in a dif- 

ferent acceptation, th&confillion! whithife kaufe ff ine xi hb" 

In like manner, when We peak of Corr And bullion, that of the 3 
two ought! to be confidered 48 fixed which chafiges its prope Lech 
of Value the leaſt with tefpect tö All ct ties. Fee 

ANNIE to grains at ever abc td: bullion ought Price u. 

u that caſe” to be coddeted d felt} but he meh art more * 2 


ben to the denominations of the coin, coin ought to be conſi- tions of 
dered as fixe. 91013! MO) 28 by:obitno) W AURQLE vor cola 240 


An the next labs) in speaking or Ein ut rommioditie 6, Felt Eee, 

MW, il g Mila the vas 
for example, chat the inipofition" of ofntige makes tile prices of js, nt 
commodities fink.” We do not, in this cafe, peak corre ee 133 mere 
: cauſe if any thing ought to be corlfiderett as red, it is the 1 855 
proportion of Aue between lie Heh fort öf Comic odities, g 
In this caſe, therefore, think it wtüfd be Ste pd per ts f, 42 fr. 
coinage miſes the value of com, than that it ſinks a8 d ot 
commodit iet. 5 it voth ; 101 bib Un Om A 16 Digs Nas 

io prevent the! umbigufty of ich expteſiibing fbr ce a t- 3 
confuſion, and not to depart too far from common ' Yangy Sy _ 

G. KI L artlguities 

have Frequently 1yoktn" of "Wnimbaities as riß ** . | 


their values with refpect to Gi; Puk T 1 Hate at 1 pas time 0 = has ks 

cervet the iifftience” rhe z and fin 1 has poop. chi "hed 

rillug and ft dr the Vale 6 Ge e reel ung! 12 05 ing re 1 
mn 
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ſolved by 


9 tO | bis theory. 


we do not 
diſtinguiſh 
between 
pure metal 
and that 
which is 
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. to knply any change 


hate not been üble — wma ern — 
ſulered as moſt attached to the denominations of the: coin, or to 


10 Tags * 


— Bo oon Nl N 2. 


the grains of the metals: except indeed in one caſe; to wit, When 


the quantity of the metals comes to be augmented or diminiſhed 
in the coin. In that caſe/ I have not heſitated to decide that, ſoon- 
er or later, the influence oft trade muſt operate a riſe or a fall in . 
the current value of the ſpecie, which will be marked by n,. 


rent riſe or fall in the price of all commodi ties. 
ztio, Our comparing the value of ſilver naten with hs _ 


metal, ſometimes: with that compounded. with. alloy, involves us 


frequently in a language which is hardly to be underſtood. 


Says one, a pound of ſilver, troy, is worth 67 ſhillings, He means 


mixed with a pound of fine ſilver. We in England, ſays another, coin our 


alloy. 


pound troy of ſilver into 62 ſhillings. He means the pound of 


ſtandard ſilver, which contains: 8; penny weights. of copper. Says 
a third, our pound of ſilver, which we coin into 62 ſhillings, is 
not worth 57 s. 6d. He underſtands the ſhillings of fine filver of. 


the ſame weight. with thoſe of ſtandard. ſilver. Another affirms, 


that an ounce of ſtandard. ſilver, which, at the mint, and in the 
coin, is worth no more than 5.7. 2 d. is worth in the market 5 . 

64. He means, that one muſt pay at that rate for ſilver bullion, 
when they purchaſe it with over- rated gold. At laſt comes Mr. 


Cantillon; Who, as a proof of the decline of the Engliſh com- 


merce, affirms to us, in his Analyſis of trade, p. 133, that both 
filver and gold bullion are dearer in the London market than in 


the coin: at the ſame time, he might have diſeovered the cauſe of 


it, from the lightneſs of the gold and filver currency at che time 
ne wrote; fince the phanomenon could proceed from nothing 
elle : the new guineas muſt then have been ſent abroad. Says a 
Frenchman; one of our crowns of 3 livres, which paſſes for 60 ſols, 


is intrinfically worth-no,more- than 56-4 ſols. He means, that the 


une filver it contains is worth no more chan 66 f ſola, according to 
che mint price of the ſine metals. 


4to, Another - 


mY 


CVI. an oF FOI FIQMe cov. * 


Ao, Another cauſe of perplexity 99788 

t - 
digious abuſe. of the terms-which-.cxpre(s. ahe-Jdenominations. of pur ws . 
che coin or che numerary uni. W 


French hiſtorians write familiarly of ſums. of money ig. Livres 
and crowns, through all the-ſtages..ofiche. monarchy. Engliſh 
writers (for the moſt part) de. the. ſame, in ſpeaking of pounds 
ſterling. Nothing eee, than the ideas exprel- 
| ſediby the ſame tern. 
Were any perſon, talking of * difances, to uſe the This illa- 
wond ſet, ſometimes: to ſignify. yard, ſametimes perch ; or to uſe uu cage. 
the wurd mile, to ſignify ſometimes league, ſometimes inch, and © 
ſometimes fathom; who could comprehend one word of his diſ- 
. courſe concerning the matter? Would we not even laugh at ſuch 
a perſon, for pretending; to . us of any thing nere 
lengths or diſtances. ane. 
lf any change be made ——— ns of the money-unit of; a 
country, which is called a pound; in propriety of language, it can 
no more be calleba pom after the change, than it can be called 
auhiliecerss: . e bi de bonds Aich hee ns bx | 
te Another reaſon for he obſcuricy of. anoney-jargon, i is the Farther ob- 
manner in which writers expreſs themſelves, when they ſpeak of youu: 
variations in the value of money. Upon this occaſion, ſays one, abpſe of 
the King raiſed the money g per cent. What does, this mean No * 
man living can underſtand the expreſſion :; becauſe it may ſignify. 
that he raiſed either the denomination. of the coin, or the value of 
the unit. If he raiſed the coin, he debaſed che unit: if he ſunk the 
coin, he raiſed the unit. A crown. of. 6 livres is a coin; a livre is 
rhe unit. If it is ſaid, che 6 livre piece is raiſed ; that is as much 
as to ſay, it is made to be more than 6 units; conſequently, as the 
lilver in the piece does not change its weight, it follows, chat the 
unit, or money of accompt, is diminiſhed. On the other hand, if 
it is ſaid that the livre is raiſed, id implies that the crown, which, 
contained 6 livres; is made to contain leis than d units; therefore, 
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the value een nee eg minen more 
filver than before. 10 0 9:71, 


How to Writers, 3 to be diſuinct, de never to mention theſe- 


6 a matters, without removing the ambiguity, in favour of readers. 


of all denominations. As for example: The King raiſed his coin, 
and debaſed his money of accompt. For this reaſon the French 
expreſſion is good, and eaſily underſtood; augmenter la valeur ae 
raire des eſpeces, is liable to no obſcurity. ä 
There are alſo two terms uſed by French writers, which er 
ſynonimous, and yet are directly oppoſite; ArForBLISSEMENT, t 
DIMINUTION de la monndie. Such terms are perplexing, and ought 
either to be avoided, or conſtantly explained. The firſt ſignifies the- 
coining the ſpecie of the ſame denomination lighter in the metals. 
than before: the laſt ſigniſies the lowering the denominations of 
the coin already made. The firſt therefore diminiſhes, the ſecond 
increaſcs the value of the unit, which is rhe livre. 
Queſt 2d. "Quesr. II. What is the difference between the effects e 
Agende by raiſing the value of the eoin by the impoſition of coinage, and 
N raiſing the denomination of it? This queſtion is propoſed as a fur- 
lue of coin, ther means of rendering the money-jargon intelligible. 
ine nh Ans w. The impoſition of coinage, when it gives an advanced 
raiſing the valuc to coin above the metals it contains, is very different from: 
tion of it? that advanced value which the coin appears to receive when the- 
Sovereign arbitrarily raiſes the denomination of it; or as the 
French call it, when he augments its numerary value. 
Anſwer. When the impoſition of coinage gives an advanced value to the 
The firſts coin above the bullion it contains, that value becomes real, and 


ah fo extends itſelf to foreign nations; that is to ſay, the coin, ſo-aug- 
ns the mented as a manufacture, muſt be bought with more foreign coin 
2 does than formerly. But when the denomination, or numerary value, 

is augmented, the ſame piece (though augmented, in denomina- 
tion) is bought by ſtrangers with the ſame —_—_ of their coin 
as before. An example will, * this plain. eas | 
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Let us ſuppoſe the coin in France in war time, reduced to the proved by 
value of bullion, and that the value of a crown of threg lirr es 


by the courſe of exchange; ſhould: be then worth 29 4j pence heavy 


ſilver ſterling money; if the balance of the French trade ſhould 


become favourable in general, and that coin ſhould become 8 per 
cent. dearer than bullion in the Paris market, then the price of 
the crown of three livres will riſe 8 per cent. upon the London ex- 


change above 29 f pence heavy ſilver ſterling money, although 


there be reſpectively no balance to be paid in bullion either by 
England or France. But let che King of France ordain, that the 
crown of three livres ſhall be raiſed in its denomination to ſix 
livres, and let the coin at that time be ſuppoſed to be at par with 
bullion in the Paris market, the crown of three livres will then be 
paid as formerly with 29 % pence. That is to ſay, the augmenta- 
tiom of the denomination will have no effect upon the value of the 
coin in other countries; whereas the augmentation affected by the 
operations of trade, in conſequence of che impoſition of . 
is a real augmentation, ſince it extends to foreign nations. 


Now it is certain and evident, that the augmentation of the nu- How the mY 


bitrary he. 
thod of rai- , 


merary value has the undoubted effect of finking the'value-of the 


7 
4 


numerary unit realized in the coin, and that upon ſuch occaſions ſing the de- 


abuſe of language has made people conſider the livre as the thing 


fixed, and therefore the coin is conſidered as the thing which riſes 


and finks: Theconſequence of this is, to introduce another abuſe 
of language. People ſay, that the prices of commodities riſe: 1 
aſk, With reſpect to what? Not with reſpect to the pieces of coin, 
but with reſpect to the denominations they carry: that is to fay, 
with reſpect to livres; although the livre be coudidered as the thing 


nominatioa 


we ought to ſay, that the King has diminiſhed the value of- tho of coin af- 
livre, and not that he has raiſed the value of the coin. But chef Fflees 


at home. 


fixed. There is, however, a reaſon why pcople expreſs themſelves 


in this tmproper manner, which proceeds from the perplexicy 
and confuſion of their ideas conceruing monex. 
H 2 8 When 
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Wuen the King 6? France bitterly khanges' theo numtrary 
value of his colt, commodities are found, By univerfal experience; 
to Rick ſo cloſely to the denommations of it, that people are apt 


do think that it is the King's will and pleaſure, and not the metal 
or Which the evi is made, Ihibh gives it a value. But commodi- 


i 1 fl ties depart fot theſt” dend mitiatioris by degrees, and fix ther- 
ſelves a-new at a determinate value of the fine metals, proportioneli 
to what they bear in foreign nations: This is brought about by 


the operations of commerce; and conſequently, the riſe of prices | 


not taking place till ſome time after the numerary value of tlie 

coin has been augmented; people accuſtom themſelves to ſay, that 
the augmenting the denömination of the coin raiſes: prices, and 
that diminiſhing the denomination ſinks them. But did all prices 


eva Aridtly adhere to the grains of bullion contained in the coin and 
0122 hot to the denominations of the numerary value, then language 


Would change, and no body would ſpeak about the riſing and 
ſinking of prices, but of the riding ud mnie of —_\ ſols, and 


deniers. a 4 
hope, from what has been ſaid, that the difference between 
raiſing the value of the coin by impoſing coinage, and the raifing 


gm, x a the nominal value bf it by augmenting the denomination or nu- 


merary value of it, is perfectly underſtood. The firſt raiſes the 
ralue of the numerary unit, by giving a real additional value to 
the coin as a manufacture: the laſt raiſes, for a while, the value 
of the numerary unit ; only becauſe the price of commodities, 
being attached to the denominations. of money of accompt, ſtick 
to them, until che pee of trade reduce them to their true 
principle. 

Whenever, therefore, the terms ring nd faking. are applied to 
value, the thing, which | 18 ſaid to riſe, 1s is ſuppoſed, to be the move- 

able; and the thing i it is compared wich, or with reſpect to which 
it is ſaid to riſe or ſink, is ſuppoſed, to | be the term fixed. Every 
one, there fore, who reads books upon this ſubject, ought, upon 


all occaſions where there is mention made of riſing and ſinking of 
| the 
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the: price; of che. g0ld. ſilyer,. bullion, ein exchange, gr commo- 

dities,; cnſtantly, to caſt his: ge un che thing, Which is ſuppoſed 

to be fixd, and retaining that, in hig mind, he will preſerve his 

dess drt, bas ul bos lim eg 94 et 5. * 

Quer, ut, rar kara erg $99; of, FPINASF.; Nen ge 
properly laid on, t raiſe, th e of the pound ſterling; i the impoli- 
and conſequently 8 ill not 11 70 the. domeſtic intereſts of! tion — 
Great Britain: it may be aſked, W at. influence that impoſition. the creditors 


of Great 


will have upon the intereſt gf er, foreign creditors, ſince it e 
affect exchange od 197 ts 91041 Mot Un 95 26 

As w. The foreign creditors of the, nation will thereby he gain- Anke If 

ey conti- 

ers, provided their intereſt continues to he paid in denominations Fes Frags 
of pounds ſterling, and not in a determinate number of grains of — 
che fine metals, as was propoſed to be done in the fourteenth chap- they will 
ter of the firſt part. The reaſon. is plain; upon a occaſions, when — LL by 
coin carries an adyanced price above bullion, thoſe who have | ——p Sr 


funds in England will gain, upon exchange. This gain will no- gain, nor 
wiſe, I think, be at the expence of the nation, "but at the expence be * 


und E. 


of thoſe, foreigners who haye oecplign. 1 r paper draughts u up 

London, | 1 5 

A creditor of England (in Holland 1 ſhall ſuppoſe). draws for a Proved by 
thouſand pounds e (he intereſt of his Engliſh funds) _ — 
Dutchman who owes at ouſand pounds ſterling 1 in London, buys 
his bill; muſt he not pay the creditor of England, Abe nb the / 
intrinſic value of the bullion contained in the thouſand” pounds 
ſterling, but allo the difference between the thoufand pounds 
ſterling in coin, and the bullion it contains, according to the” 
price of it in the London market? This diffetence chen, received 
by the proprietor of the \ Engliſh funds, is clear gain to him, and 
is no loſs to the nation; ; It is a Toſs t to the Dutchman: 
Farther, every Dutchman who pays his debts to people reſiding 
in England, "muſt ſuffe the f ame blofs; that is, he muſt pay the 


coinage, which at Het tie Ap makes him A prktentt bf! Dis! 21 1 
1 LJ 120d hee e 110917 2 A 500 ben 6 » 12122 >Bfor 1 
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att rt, eee ge dr engen berg r ends 
favourable to England, or at par, all remittances. made by foreign» 
ers, to pay their Engliſh, debts,, muſt, pay the coinag e. 
The operation of this principle hag not a little pee 
ee eee French credit. 
Nose „hben France borrows, eſpecially in war time, 8 can 
x; remit to Paris the money they lend nearly at par with bullion. 
1 * Then they pay little or no coinage; and when peace 1s reſtored, 
France. the coin riſing in its value, they gain annually ſeveral per cent. upon 
their draughts for their intereſt, io wit}, all the e ann | 
Queſt-4.;/ the eoin, at no loſs to Franctdmee. | 
en QussT. IV: Is; the preſerving me pound keting at the mean 
propoſed value of a determinate weight of fine gold, and ſine filver, a ſure 
— . method of realizing the unit of money of e ſo as to . 
| — ſerve it at all times in variable 
üng ir- Aus w. I apprehend it is not; e dem to = iv delt 
due ue khat can be deviſed, upon | ſuppoſition chat che metals are to be 
1 
but ſcews'to made uſe of, as the moſt proper ſubſtance for realizing the ſcale. 
et have ſaid, in the beginning of this book, that the uſe of tho! 
8 ſcale was to meaſure the relative value of things alienable. Now 
; the metals. themiſelves being of the number of things alienable, 
and their proportion of value being nowiſe determined, but liable 
to augmentations and diminutions, as well as that of grain or 
any other commodity, no ſcale which is attached to them can 
meaſure any thing but their weight and ſineneſs, and copſcquently 
can he no permanent meaſure for any thing:elſe.. 
A ſcale of Did the value of commodities riſe and fall with reſpect grains 


value real of the ſine metals, in the ſame proportion that they xiſe and fall 


ized in me- 


wh can ne-. with regard to one another, the ſcale would be exact: but if the 


act; becauſe grains of metal can acquire an increment, and à diminution of 
the metal value, from circumſtances entirely, peculiar to themſelves, ſuch 


itſelf varies 


in its value. cicumſtances muſt render the ſcale: they compoſe inaccurate in 
Praparliph. .-bis diho bord an ,eladiud vd mo Du n 
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ele V GELS ENE GFEONOMCY og 
Now we have ſeen How tlie IPH of cidige enhances the 1. From the 


vakie'sf coin. The rifing 4nd hhkivg ör the KiteR of money Has mg of i 
the ſame effect. The ViiMitnilles" to Which eredit is liable has a 2; From ne 
prodigious influence the value of the metals. The manners money. 
even of a people, — can be determined by ne principle, Ope- Hanger - 
rate the ſame effect. When people for example; are given to“ Fort. 
hoarding, the metals come to be demanded with more eagerneſs, 
chat is, the competition to acquire them is greater; conſequentiy 
the value of them with reſpect to all commodities, is greater than 1 71 
when they are purely conſidered as. Money of accompt. | 

That ſcale, therefore, is the only juſt one, which meaſuring the The cott 


value of the metals, like that of every thing elſe, renders every in- alta bees 


value is that 
dividual of a ſtate equally rich, who is proprietor of the ſame num- —— _ 
der of denominations of ſpecie; whether un be in gold, metals like 
filver, or any other property or commodity. 11 I. 16 11 eee. 


Now I agree that, at any given time, this is WA caſe when the u 
ſcale is properly attached to the metals; but it is not permanently poruoa * — 
fo. A determinate property in land bears ſometimes à greater, e 
ſometimes a leſs proportion to a determinate property in money. pode ab 
When the ſcale is attached to the metals; he who is proprietor, for! 
inſtance, of a thouſand denominations in coin, becomes richer or 
poorer, according to the fluctuation of the value of that commo- 
dity, the metals. Whereas when the ſcale is not attached to any 
ſpecies of commodity, nothing can ehange his proportion of wealth, 
except the augmentation or diminution of the value of the Whole 
ſtate. This idea is not oY diſtinct as leu wk let me Wuftrate- 
it by an example. 5 | % ne gin hie! bo 21821 # 

Suppoſe — a (0 ©). /They-form' a gg en- 
mon ſtock by equal ſliares : (A) contributes a thouſand pounds ſter- 
ling in current ſpecie, (B) the ſame value in corn, (O) alike value 
in broad cloth. Let me ſuppoſe the meaſures of cheſe commodi- 
ties to be expreſſed by their proper denominations j the metals by 
grains, the corn by buſhels, the broad cloth by yards. I ſuppoſe 
that at the end of the year 20 per cent. is mm upon each article 

of 


56 AN INQUIRY INTO THE PRINCIPLES Boos Il. P. 2. 


of ſtock; that is, 20 per cent. increaſe upon the grains of metal, 20 
per cent. on the buſhels of grain, 20 Her cent. on the yards of broad 


cloth. This ſuppoſition may be allowed. I aſk, if it would not be 
a much more equal way of dividing this profit, to reduce the whole 
value of the grains, buſhels, and yards, to the then actual value in 


pounds ſterling, and ſo to divide; than if every man were to take his 


20 per cent. out of that commodity he had furniſhed to the co-part- 
nerſhip? This method of reducing all 'to a common meaſure, is 


| what I underſtand by an ideal ſcale of money of accompt. 


and by an 


application 


'to the bank 


of Amſter- 
dam, 


The tank of Amſterdam pays none in either gold or filver coin, 
or bullion ; conſequently it cannot be ſaid, that the florin banco is 
attached to the metals. What is it then which determines its value ? 
I anſwer, That which it can bring; and what it can bring when 
turned into gold or ſilver, ſnews the proportion of the metals to 


every other commodity: whatſoever at that time: ſuch and ow only 


How the 


locking up 


the coin in 
that bank 
renders the 
value of it 


more ſtable. - 


is the nature of an invariable ſcale. 

l confeſs I am not capable of analyzing all this nen ope- 
rations of trade in ſuch a diſtin manner as to demonſtrate how the 
univerſal circulation of value, over the commercial world, ſhould 
operate this effect; and how the burying, as it were, a quantity of 
gold and ſilver in a vault, ſhould give a more invariable worth to a 
florin, whoſe value depends _ it, than if the metal itſelf was to 


ne in coin. 


Thus far, however, I think 1 nderfants that lis :mpoſlibiliry of 
ptostng of the rng value of one of the metals (which is buried) 
ought to find a compenſation at all times in avoiding the loſs upon 
the other, which ſinks in its value. | 

Farrher, the burying the coin both in gold and ſilver is in a man- 
ner forming theſe two metals into one maſs; this takes away the 
variation in the proportion of their value, which principally diſ- 
turbs the uniformity of their operation as a'ſcale. .: They cannot 
either be conſidered as commodities, becauſe they are taken out of 
commerce entirely; yet the permanent value of them remains, 
Vpon tnat the bank money is ſecured; but it is not realized in it. 

: In 
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In banks which pay in coin che caſe is different; becauſe the deno- 
minations in their paper are liable to all the fluctuations incident 
to the coin in which they pay. The bank money, therefore, of 
Amſterdam is pure money of accompt, and has nothing of mer- + 
chandize in, it from; the metals, 15 the vaults. The paper of all 
rencies in — AL ——— — 
I leave the farther delucidation of this myſterious affair to people 
of better capacity, and of more extenſive, Fee in thoſe r. 
n than L.can pretend to. 
To conclude, no material money, let i it be „ as it will is 
exempted from viciſſitudes in its value as a metal. This is proved 
by the univerſal riſings and ſinkings in the price of commodities, in 
conſequence of circumſtances peculiar to the coin. Theſe riſings 
and ſinkings of prices, I ſay, are properly riſings and ſinkings of 
the value of the coin, and that again is a lengthening and con- 
tracting of the equal parts of the ſcale of value which is attached to 
it. Now there is no ſuch thing as any viciſſitudes in the prices 7 
all commodities' with reſpect to bank money, although nothing is 
more common than fluctuations in agio, with reſpect to current 
money; conſequently, bank money has a property and a ftability 
in it, which no material money is capable of acquiring, and for 
that reaſon it is preferable to i, oh is ay; mee as the . - 
thing fired. | Will out 
'Quesr.'V. Will not the lain of coinage in England pre- — pi 
vent, upon many occaſions, the carrying bullion to be coined at — 
the mint, when it would be carried were the coinage free? ſtop the 
Aus w. Without all doubt. When coinage is free, every man who mo. 
imports bullion runs with it to the mint; there it is proved, cut, and rang ; 
ſtamped to his hand, and at no coſt, Now to what purpoſe all this balance of 
expence; why carry bullion to be coined, while the balance of fsb. 
trade is againſt a nation, ſince ſuch bullion muſt be re-exported, to- 
gether with a part of the national ſtock of the metals? Beſides, the 
coining of it gratis, adds not the ſmalleſt value to the metals con- 
n I ſidered 
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ſidered as a manufacture; conſequently, upon the exportation, the 
whole price of coinage is entirely loſt, and the national ſtock of 
coin is not thereby augmented; nor would it be augmented while 
trade is unfavourable, were five hundred mints kept conſtantly at 
work. "+ ann . 3 | A 
But this is The impoſition of coinage, therefore, has theſe good effects. 
he — Firſt, it prevents bullion from being coined, except when ſuch 
f _ We coined: bullion can remain in the country and augment the national 
enjoys, ſtock of coin. Secondly, as has been ſaid, it gives an additional 
value to the coin, even in foreign countries, and thereby prevents 
it from being melted down abroad, in order to be re-coined in other 
mints, and thus augment the ſtock of coin in rival nations. 
I believe no body ever imports louis d'ors to be coined in the 
Engliſh mint (notwithſtanding of the benefit there is in importing 
-gold into England from France, where the proportion of the metals 
is lower) yet nothing is more common than to carry guineas to 
every foreign mint, at the bare price of bullion. This is the rea- 
ſon why ſo little Engliſh coin, and ſo much French coin is found 
in circulation, in countries foreign to both theſe nations. 
The coin of Louis d'ors, in conſequence of the high impoſition of coinage 
France paſſes in the French mint, paſs current, almoſt every where, for more than 


in other na- a 0 
tions above their intrinſic value, even when compared with the coin of the very 


mera, ind nation where they circulate without the ſanction of public autho- 
3 . rity; and when that authority regulates their currency, according 
melted, to their intrinſic value, ſuch regulation has the ſame effect as for- 
| bidding them altogether ; becauſe the moment a money-jobber lays 
his hand upon them at the ſtatute value, he circulates them no 
more; but ſends them either back to France, or to ſome country 
where they paſs, by a conventional value, above their intrinſic 
worth. Thus louis d'ors, as well as all French coin, are eſſectually 
prevented from being melted down, and ſo ſoon as the balance of 

the French trade becomes favourable, they return home. 
Quesr,6. QuesrT. VI. Is not this return of louis d'ors to France, upon the 


] t thi . . 
| return a los balance of their trade becoming favourable, a loſs to France; ſince, 


to France ? in 
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in that caſe, the balance of their trade is paid with a leſs weight'of 
bullion than it would be paid with, were their coin worth no more 
than bullion ; and ſecondly, becauſe when the coin is exported. to 
pay the balance, it is exported upon the footing of- e 
r en 


Ihe difſiculty of reſolving this queſtion proceeds from the com- i Inticacy of 
| plication of circumſtances in which it is involved; and the inten- n Jn 


tion of propoſing it, is to ſhew how neceſſary it is, in practice, to 
combine every circumſtance in political problems. 


I ſhall therefore obſerve, that ſince, at all times almoſt, French Reſolution 
coin paſſes (out of France) for more than its intrinſic value, it is of it 


not well poſſible to ſuppoſe that, even during a wrong balance of 
the French trade, their coin can ever fall ſo low as the price of 
bullion ; conſequently the French by exporting their coin, upon 
ſuch occaſions, above the value of bullion, that nation is a gainer 
of all the difference. This operates a compenſation of the loſs (if 
any they ſuſtain) upon the return of their coin. In the ſecond place, 
when the balance becomes favourable for France, and when there 
is found a profit in ſending back the French coin, the demand that 
is made for it, by thoſe who want to pick it up in foreign coun- 
tries, raiſes the value of it there in circulation; this again favours 
the trade of France, and makes the difference of paying what one 
owes to France in bullion at the- market price, or in louis d'ors at 
the advanced value, very inconſiderable ; which conſequently pre- 
vents merchants from finding any great advantage in ſending back 
large quantities of it. - 

Beſides, when the coin returns, although it has an advanced 
value, it has no advanced denomination. It was exported accord- 
ing to its numerary value, and it returns upon the ſame footing. 
Farther, when the coin returns as the price of French merchan- 
dize, for the ſame value it bears in the country, I cannot diſcover 
a principle which can make this appear to be a loſs to France. The 
loſs therefore muſt be upon the exportation of the coin, not upon 
the return of it. But we have ſaid that if it be exported at a higher 

I 2 value 


It is no loſs 
to France. 


Another 
view of this 
queſtion, 
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value than that of the bullion it contains, this muſt imply a profit to 
France. Conſequently, the remainder of loſ# upon exportation muſt 
be apparent, not real: It is a loſs to Frenchmen, who, in exporting 
the coin below the full value of it (coinage inchuded) loſe a pare 
of what they had paid the King for the coinage ; that is to ſay, they 
loſe it ſo far as they do not draw it back in ful from the foreigners 
to whom they owe; but it is no loſs to France: on the contrary, it is 
a gain, as far as any part of the coinage is drawn back; and this 


is the caſe as oft as the coin is exported above the price of bullion. 


Or in another view. This going out and returning of the French 
coin, may be conſidered as a loſs to France in this reſpect, that 
when the balance of her trade is againſt her, when her coin loſes 
of its advanced value-in payments made to ſtrangers for the price 
of foreign commodities, thoſe who conſume ſuch commodities in 
France, muſt conſume them at an advanced price to themſelves, 
but at no additional profit to- foreign ſuppliers ; becauſe as to theſe 
laſt, the French coin, with which we ſuppoſe the commodiries to 
be paid, having loſt of its value every where, cannot then purchaſe 
ſo much as at another time, and conſequently is not worth ſo much 


to the foreign ſupplier who receives it. For the better underſtand- 


ing of what has been here ſaid, attention is to be had to the dif- 
ference there 1s between a national loſs, and the loſs ſuſtained by the 


individuals in a nation. The balance of trade is the national profit, 
or the national loſs ; but the gains or loſſes of individuals, may be 


compatible with either a right or a wrong balance of the trade of 
the nation to which they belong. This will be fully END when 
we come to treat of exchange. | 

In this reſpect, therefore, France may bn ſuppoſed to loſe upon 
exporting her coin, to wit, ſo far as ſhe conſumes foreign com- 
moditic at an advanced value; but then I ſay, that in this caſe 
France loſes the whole price of the commodities, not the advanced 
price only; becauſe ſhe loſes the balance of her trade. Abſtracted 
from that, I ſay ſhe loſes nothing. Who loſes then the advanced 
price? I anſwer, the conſumer of the commodity loſes it, and I ſay 


that 
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that no body gains it. This is what, in the eighth chapter of the 
ſecond book, was called poſitive loſs, and it is owing to the anni- 
hilation of a part of the advanced value of the coin, which the ope- 
rations of commerce have effectuated. | 

In theſe reſpe&s only can France be conſidered as a loſer upon 
exporting her coin; but in having it returned upon her, when at 
an advanced price above bullion, the loſs is nothing; becauſe the 
advanced price then is a real value added to the coin, and there is 
no manner of difference as to France, to receive, for the balance of 
her trade, an hundred pounds weight of her own louis d'ors, or an 
hundred and eight pounds of ſtandard gold bullion, at ſuch times 
as bullion is commonly carried to the mint; becauſe the one and 
the other weight of coin and bullion will anfwer the ſame occa- 
ſions both in the Paris market, and in moſt trading towns in Europe. 

From theſe principles we may gather how effectually the impo- 
ſition of coinage muſt prevent the melting down of the coin, pro- 
viding a ſufficient attention is had to preſerve the denominations of 
the coin in both ſpecies at the exact proportion of the market price 
of the metals. 

Qus r. VII. The two metals being only valued by one another, Queer. 7. 
if the Engliſh, by valuing the gold higher than the French do, 401 oer, 


rating gold, 


occaſion the exportation of their ſilver, why ſhould not the French, * * 
loſe their 


x by valuing their ſilver higher than the Engliſh do, occaſion thereby fer, why 
the exportation of their gold? And if the Engliſh, by over-rating - was * 
their gold, prevent the carrying ſilver to be coined at their mint, over-rating 


why ſhould not the French by over: rating their filver prevent the el ld! 
carrying gold to be coined in their mint? 
Ars w. The Engliſh over-rate their gold not only with reſpect to as, v. he- 


other nations, but with reſpect to the value of it in their own mar- cauſe the 


Engliſh rate 
ket; whereas the French preſerve, in their gold and ſilver coins, 8 gold 
abo 
nearly the proportion between the metals as they are ſold in their ue of f. in 
Hh 14.4 tar oun 
own market. 1 


In France no body can profit by melting down either of the ſpe- French do 
cies, in order to ſell it, with advantage, as bullion; but in Eng- 
| land, 


not fo with 
their filver, 
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land, by melting the heavy filver coin, one may ſell it in London 
for more gold than the ſame coin not melted can purchaſe. 

But here it is objected, that although the proportion between 
gold and filver, in the Engliſh coin, were ſet upon a par with that 
of the metals in the London market, ſtill one ſpecies may be ex- 


ported with profit, providing the 24 pom be different 1 in other 
nations, . 


There is little force in this objection, and were there any, it 
would be an additional argument for the impoſition of coinage ; 
becauſe by this the exportation of either of the ſpecies, for the ſake 
of any ſmall difference which may ſometimes be found between 
the proportion of the metals in the different markets of Europe, 


would be prevented. This circumſtance however requires a more 
particular examination. 


It is a principle in commerce, that the demand for any commo- 


dity raiſes the value of it; and every nation knows how to profit 
of a demand for what they have. 
How the Whenever, therefore, one of the metals bears an under value in 


ortion 0 be i | 
Df ibe metals One nation, below what it bears in another, that under value makes 


4 that ſpecies more demanded by ſtrangers, and it conſequently riſes 
ſame in all in its value, even at home. 


marks By this principle the proportion between the metals in European 
Becauſe markets is kept nearly the ſame, and the ſmall difference which is 


Ges du. found does not ſo much proceed from the demand of foreign 
turbs the 


proportion, trade, as from the taſte of the inhabitants. The foreign. demand 

7 wo tends to ſet the proportion even in all markets, and the internal 

even n demand for one metal preferably to another, is what makes it 
vary. 

The carrying the metals backwards and forwards is attended 
with riſque and expence; there is not, therefore, ſo much danger 
of a nation's being ſtripped of one of its ſpecies of current coin by 
ſuch a trade, as there is when the proportion of the market price 


of the metals is diſſerent, at home, from that obſerved in the coin; 


2 | becauſe 


Caar; VI. OF POLITICAL OECONOMY. 63 


becauſe in the laſt caſe, every one may profit of the diſproportion, at 
the trifling expence of melting down the riſing ſpecies. 
From this we may conclude, that nations ought to regulate the Coin of gold 
and ſilver 
proportion of the metals in their coin, according to the market mould be 
price of them at home, without regard to what it is found to be in 3 
other nations; becauſe they may be aſſured, that the moment any ra of the 
difference in the market price ſhall begin to be profited of, that home, — 
very demand will alter the proportion, and raiſe the market price 
of the metal ſought for by foreigners. While the coin, therefore, 
is kept at the proportion of the market at home, and while the de- 
nominations of both ſpecies are made to keep pace with it, it will 
be utterly impoſſible for any nation to huit another by any ſuch 
traffic in the metals. 
We may farther conclude, that it is to no purpoſe for nations to and nations 
cannot fix 
agree by treaty upon a certain proportion between filver and gold chat propor- 
in their coins: it is the ſeveral market prices every where which tion by any 
convention 
alone can regulate that proportion, and the only method to keep — 
matters even between them, is to make the denominations in both de 
ſpecies keep an equal pace with the price of the metals in their on 
market. | 
Here it is farther objected, that were theſe principles juſt, there why is the 


would not be found fo great a diſproportion as there actually is, ren 


Ives. 


of the me- 
between the value of n and ſilver in Europe, ad in the empire tab ſo 1 
of China. | * 


To this I anſwer, that 1 98 8 are juſt, and that this dif- 
ference proceeds from incidental circumſtances which I ſhall now 
point out. 
Firſt then, the European trade hardly penetrates into that nec 
empire. 2. The lowneſs of the proportion between gold and ſilver . 
is maintained by the high internal demand for ſilver in China. 
3. The India trade being every where in the hands of companies, 
there is not ſo great a competition between the ſellers of filver, in 
the Chineſe market, as if that trade were open to every private ad- 


venturer; conſequently the price of it is not ſo liable to be dimi- 
niſhed. 
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niſhed. And laſt of all, the expence of carrying ver thither, and 
the long lying out of the intereſt, would put a ſtop to the trade, were 
the proportion between the metals to riſe in China. This prevents 
competition ſtill more between the different European companies, 
and conſequently prevents the riſing of the proportion 
I need not obſerve, I ſuppoſe, that the term riſing the proportion, 
denotes the riſing of the price of ſilver; as when being at that of 
I to 10, it comes, for — to that of 1 to 11. This term has 
been already explained. Buse De 9 n $f 
Nee * Quxs r. VIII. Is it abe inere. of Princes codebaſe he wound of 
tereſtof their coin? 7 40 01 
rache This queſtion has hen, # warming upon in the 
— twelfth chapter of the firſt part. Perhaps ſome ber obſervations 
upon it may not be found ſuperfluous. 1 
In order to ſet it in a fair t I ſhall begin by reducing it ih to it 
ruling principle. * 5 
Ihe queſtion turning ene upon the intereſt of Princes, I ſhall 
take no notice of the iniquity of ſuch a meaſure with reſpect to their 
fubjects; but ſhall conſine it purely to the intereſt they may have i in 
Exerciſin g this branch of prerogative. 


Ans w. It Ne J anſwer then, as I have hinted above, that it is their intereſt. to 


_ wow 's debaſe the ſtandard of their coin when they are in the ſituation of 


to debaſe it debtors; and it is their intereſ to raiſe the ſtandard when they are 


when th 0 E: 
eto great In the ſituation of creditors. 199 40 


1 Debaſing the ſtandard I have explained to be the diminution of the 


_— but intrinſic value of the unit below what it was before, either by raiſit ing 
ways un- 


8 the denomination, 11 the alloy, e the weigh: 
of che e | a N baht 
| Now ſince princes pay their ſervants by denominations, that is, 
by money c of accompt, the more they augment the denomination 
of, the coin they polleſs, the more they gain upon what they have 
zat the time, But. they loſe | proportionally, upon their revenue ever 
after; becau e dhe rents and d duties levied on their 1 being 


e 


5 5 . Ws 
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alſo paid by ns, . 
come what he had gained upon one operation. 

From this we may draw a principle, that Kings who have bows 
to debaſe the ftandard;:ought to go regularly on every year, as 
long as they find themſelves in the ſtate of debtors ; and when they 

come to alter their ſituation, and become of the claſs of creditors, 
it is then their eee neee. 
further explained. 17 

It has — — hah e eee wa Ws | 
nation, or debaſing the ſtandard, muſt conſtantly be advantageous {20's and 
tothe whole claſs of debtors ; conſequently, Princes, who are upon — Trans 
certain occaſions obliged to lay out more than they receive, may whe inane 
then be conſidered as being of that claſs. Whoever receives from — 
another what the other is obliged to pay him, may be conſidered avoid rob- 
as a creditor; whoever gives to another what the other is intitled hes at che 
to demand of him, may be conſidered as a debtor. Thoſe, there- me dme. 
fore, who both pay and receive, are, upon the whole, either debtor 
or creditor, according to the fide which preponderates. He who is 
obliged annually to pay more than he. annually receives, muſt be 
obliged either to run in debt, to borrow, or to take from a fund 
already formed (a treaſure). The maxim therefore is, firſt to fill 
the exchequer with the annual income; then to debaſe the ſtandard; 
and laſt of all to pay. The debts paid, and the current expence 
brought within the income; then is the time to raiſe the ſtandard. 
This operation is like that of n he regs back n 
advance again with more forte. it * 

The great maſter of 8 and political ceconomy*relt un» x, of 
derſtands this doctrine. He is now ſpending his treaſure, not his * Prince 
income. He is then in the ſtate of the debtors, and accordingly ene 
regularly every year debaſing the ſtandard of the n coin. - This — is 
debaſement, I ſuppoſe, regularly takes place after the contri eneies ao 
for the. year are paid. 80 ſoon as the war is over, and that this 
oeconomical Prince ſhall return to the ſtate of -creqitor, he will, 1 
ſuppoſe, ſuppreſs the currency of all this. had money, and reſtore 
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enn all the claſs of creditors inipermanenwentratts: he - n . 
+11: Wy) and when the pehdeis qe: Eſtahliſhemdiaheirr own Prince ma) 
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91:99) 91% This, in a few words, is, Lthitik} theranfwertyrhequettion pro- 
19119 11 Ped! Pries have for ſeveral edararics) in almoſt every nation 
eggs in Europe? Been Frudtully drbahng We Handand of irheiomobey- 
ne do ufllt band the debtsſ they have contravtedt] during the debaſement 


unn 


bend Hdveconftaraly been xn argument agaimſt che reſtoring: it. Hut had 
they firſt regulatit all: hir debti upon the footing of che laſt te- 
baſement, ſtipulating with their creditotwrhat: they were to be paid 
»11:1T nyponehe focking of the chen cumenen thai: is a0 Tay, according to 
bas theErench ſtila en cours d jeu the Ripulation; they then might, 
{4 withouranyindwantage to their eveditars,) and with great profit. © 
+»: theefelves,; have reſtored the ſiundard. and: ſq prepared the means 

ob axaceting the mt operation as befare, upon a now emergency. 

ey ;1:{Thbfe cho have writ againſt this practice of, debakng,the flan- 
| Nag. dard, have made uſe of wmng.\2rguments. 10 difluade Princes 
85 e following ud 3 meviure 7 They have n eke. 
weir ogra, intereſt, This we. hers ſeen Jip.nor . 
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a very thor! time, arhi gather priced th full proportion of the 
micreaſe-in-thoidendmimnationohthesgin; tibet to {ff 2G VN 2 
me real inconvenieticiddi which>procecdsfrom: this.exercife- of argent 
power may bei redacediroſthres! tuglsalq 20 i tut viinmebat N 
on in It ãiſturba che Ideagof a αhjiöôniation With regard to value, r. It difurbs 
and gives an advantage in all bargains, to thoſe of the ſociety. who ike nam of 

' can caltulace; ver thoſe wh cannot. .- low wo aft in ee 
no ada Ic robs the whole ælaſs aß dehꝛors when the ftandarg:is miſed 


. It either 
anddexobs'the-whole:clſs,of gedit Mham it is debaſed. 1 b. Wee 
- 124860) At uin credit bieniuſa mo mati wilh bourdw ar lend, ina of —— 
country where he cannot bei fare; oi receiving back che value of bis ede 
loaſi z; or of being ima capacity of elearing himſelf by paying back 
ihe value hehad bored boi ee div eee eee 
his“ laſt circtimſtanee hagevenuanebtheo whole: cheme in Thislaſt dr. 
platte! Printees wouklye biYebaling their fiandard/as fornherly, vile, 
could chey ds it und preſerve their drellit. But who will-leadafhil- mw e. 

ling to a Prince i he ſuſpects he Mipay hien buck, perhaps; widhdax- fcc. 
| petite? The Prince above mentishe dere mot borrow £ and she d 
Me only ne im this frustion, He! mags debuſe hib undd but e 
others cannot venture upen uch e. lo Sl bei ven b1sÞ , — —— 
Cr. 1X.) What is the def fer ts ve gen taeemvni te . 
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coin, is no doubt a pref erva ive 
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r and! ie: repugnant to. cuſtony; «it 

a wg + would be ridiculous, perhaps; tpyopoſes it. ne 

1 7, Þfhall reduce therefore} ii hade td propoſe as a ſupplement to 

wat has»beenvſaill altathiy-bacthis fabje@,uoa' very few obſei- 

4 1255 vutiongrig digi oulsv bilninni ach bas und #91 4d bluountios 

The les the . 1% Mie leſs Hirfuce a piete Has in proportion to its Mafs; tlie 
ſurface, the 1 

vearing.is lefg it ig worn im eifetilation ; An as APES is made cyndriesd, 

we leis. that whoſe tre approctheviheifeRtlo, che cylinder, whofe Height 

V 16 Gta to its Mameter mw be thEU Taft, Cort tlietefbre büglit 

 W'be müde thick, And for HE rea tun lu drs are of A better form 

tan guinens, and gulneas of al far bettet form thlan ducats. Werk 

it eaſy to give the ſurfac a/ ſpheroidal form on both ſides, rendrifig 

ther ebin thicker in the middle than at the edges) the ſurface uud 

be thereby d littice mbre diminiſhed 1s 10140 be 


he ads. 4% The great creme paper in England, is 4 vaſt advantage in 
tage of heavy many reſpects.” It renders coin leſs neceſſary. While that credit 


pieces for 


the greavet Fas, large payments WAL Hays be made in paper; and this 
ein „er rTehiders the coindge of gbid in karge heavy pieces leſs heceffary. 
mne. The bon, thiereköte, If England, oight'ts be calculated for the eafy 
22 of changing of bank notes, not with a view to the making great pay- 
for prevent- ments in it. For this , purpoſe, two and three pound pieces might be 
| TI * fun as convenient as ungle guitieas, and half guineas might be 
| pr feribed. Small debe ie or gold coin lead | expence, 'and 
tend te raiſe the priced of fuch commodities as people of fathioh 
| pay immediately out of their own pockets.” As for the ſilver, the 
1 Gatne principles are tö. & obſerved. "Crown pieces are very conve- 
qu dme 49 at 1 hg ts Aud have's great” advantage over thillin; Land 
155 iti pol at of furkace! The ice in France BE Wining tHe 


_ part of their ſilver in fuel pieces abutitantly Hews how 


few of the leſſer denominations (that is ſhillings, F<) are neceſſary 
for carrying on circulation. 


Mixt metat 31, The copper coin of England is exceedingly bulky, in order 


better than 


copper for to give it an intrinſic value. This makes many people aſhamed to 


emi? OH rt A HONG, & 
vartyoſt > cunſoquermiyr inereaſs.iexpericeſ andoraiſey the price of minations, as 
many things for the reaſomaeady gwel ) ! Atte — 
Mhat ineonvenieney could there pſſibly be im making pence of in Germany: 
a mixed metal of a much lower ſtandard than the other coin. The 
coin would be leſs bulky, and the intrinſic value might be preferved. 
This is the cuſtom all over Sermany, iq The lower denominations of +: ß 
the coin are all of different ſineneſs. The ſtandard for what hey _ 
call che ers the 7, the, no, Hhe Theo. EnᷓT pieces are aii! 
af different figeneſs> but fill ip-rhe. lame. ſum, in whatever, coin it 
is paid, according tothe Jaws,.thexe qught to be found!the fame 
quantity of, fine ſilver. This enables: chem to: coin pieces of very 
ſmall denominations which have however the ſame intrinſic yalue 
with the other denominations of the coin, and which are neither af 
an unwieldy bulk, or of an inconyenient ſmallneſs. This ds the res 


auen aa en lake fay chat che regulation is well ob- r 


E Aid 11 awoa. brow i betet Fam 8 
ne of copper, are good, and convenient z a few of (theſe +... 


opght always to be preſerved in favqun,gf..the lower claſſes. of the MON 
people; who, thereby are enabled, to keep, day. the prices; of he 
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ſmall neceſſaries of life: A, matter, of, ee ee ae 
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trading nation. £116 G een. 0 at; aL. NT 51 2d 105 


Nations ought to py from oe ap old ber wh a is good and Pi un da % 
vepient, and ſhould, be above, the thiraldom. of {ke tle prejudic 150 D 
favour of eſtabliſhed cuſtoms, which have e FO 
cuſtom, iQ recommend th aa 13) 213 16 ry 18 1 8 144 

495 J muß be J Peel, that WP 155 Rech 19401511. brd ee 
lation 75 Hence; ſuch. co pn, muſt not ſy Wot. PR wed, 1 5 11 up, a ug. 
bags. coin delivered by weight ; nor made 3 legal tendet beyond vi fa. 
the va alye, of we lowell filver col. | {4 pill 100 10 1169 11915949 
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gn gs "Unit of weight in the Frenc 0 is the Mare; compo ſed 
the unit of > 6.4, 4 ah 


Bea of eight e eee 578 e pee 
weight at — — y contains 46 8 grains e de 


The remedy. By this weight the bullion is delivered to, and ng 1 1 
of — 4 from the workmen in the mint, to whom. the King gives an allow- 
hin « Ae 16 ran PP0R De Mich gf exec; mare of ie red. 
ig Wee wy called. he remede ds poide. 717 f! 11 10 204 +01 bs: 
cc, ware chergfore, of French ſilyer coin, is pot to be reckoned at 
. H F; Stine, bus 85457 gMNins ęffecdi ive, 1919) 10 with ng 295 
The fan TPO THAT bidde. a5 chf French g al is, Cg Randard of their 


dd oe Myer. can, 8,15 parts, ine 20.1 daft alloy. A his wee we thall ing 
to 1 alloy. in this Marc of coin, conſiſting of 4572 grains ſtandard, flyer, M19! 


als of fine ſilver, and, 381, graigs of alloy. 


— 6 lg pe 1 EE | VN alſo "I AMowapes „fz Nins nog che 
x3 e Ji 


Gus 13 FA Nat pn., „ nod 2d 26 li 
. The maſs of ſilver in the French mint (when we ſpeahi,af the 


ns nest) 35; ſuppoſecd ig tbe divided intgiza,deniens, and;exgrygdenier 
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ing Sram Which, an his cen, N, bobdenominatians 
e eee et eiae 4 waa 5111 10 nomA iO 9:11 01 

Any maſs of filver, therefore, of whateen argi sin muſtibe/ſop- 

Poſed to contain 12x24=288 grains of proportion; conſequently, 
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3 were 


| Fo Ae s 
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were the ſtandard exactly 1x deniers fine, the proportion would be 
marked thus, 264 grains fine, to 24 alloy; but fince there is an 
allowance of 3 grains of le remede d'alloy, this 
krings the proportion to be as 261 is to 27. This is — 


= SI is — — 1 8 


To find, therefore, the number — 4 marc 
e e eee e e e eee 


{309 43.38. M102 *in 7 Pour} i tlie 520 
1 wi are, cherel Ruan lvet, after tier all deductions JOT SIT #11 7 
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gl.. atio —— bebe geld che devier infor the kb ex. Limp 
gold js ſaid to be; asanifiagland, of a ts The canat is div idad 
into 32 parts, ſo 3224=768, are the paits-anta which: any; given 
maſs of geld i he dundey, when wefpcakoof che fun · 
415 755 dad fineneſs. dere ene £199 9614 i 430d su. 
The my, /The:ftandard of French goldisqhefame with that of ſil ver tu wit, 
ged. 43 or 22 cat ne. Upamchis tha, hen are allowed α ar of 
+ 1; +4 Carat, for the Remede mallegg whictirediices the ſtandand th 24.42 
-! + cara: fineg 40-154 carats. alloy; This erpreſſed according 10fithe 
diviſion above mentioned/ſtands thus, 692 parts fine to 76 alloy. 
o nd, therefore; the number of grains of IO a mare 
| of the coin, we muſt ftate the following analog.. 
gots 247 e NO 3112 114 194 968i: G: 45 11 5010094 ads, 
"The ware Ide marc of gold oon therefore contains, after an deduftions, 
„ 4136.48 grains ot ſine gold. 128 . Denn FUG ene n 
This marc is coined into 30 louis d'ors of 24 livres each, value in 
00 All ae Hvres! Haun 12642 94 bi 2v/ ei iq 1 940463 een 
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wWres the marc of fine gold, or 3 will de worth 801 
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and 
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firma tion of that principle ot non np oe 
aSevus next ctamine the. proportion between the value of tha Of ibe pro- 
metals, both in the coin and at the mint. Monona eee. 
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tion; apd-thewaluc of the goktandrilvercair in mache. 160 

x the mint, a marc of fine ſilver is paid 51. 1 62 livres, and a marc How to di- 
of fine gold 740.409 livresp conſequently gie 4040980 : 1 . er ite 
A marc af fine filver, in the coim is worth 55.38rlvres; amarc 
oftme gold, in the coin, is worth 801.69 livres. We may therefore 
ſtate thus, 55.38 : 0. Git M. 

The proportion, therofere, both at the mint and in the coin is The propor. 
the ſume : and is nearly as the French writer ſtate it, to Wit, as 7 K 2 
1 is to 14. *, but more . 1 to 144475 1 is very near 
as 10 14. h rmot ex Gin 53 -% ert eil 

From theſe computations we find the exact — ins gold cod con- 
in a louis d or, and of fine ſilver in a great crown, or piece of 6livaes. r dr. 

In the louis dor there are 137.94 grains ſine, and 183. 1 fRandardjand Glrer in 
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: {ot 257 £27797416 lieres. 
In che great crown there are 499-22 fine, and 5 50.343-fanderd 
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il Farther, by the maſt exact calculations I have been able to make, Pleers 
after comparing the accounts which French writers give of the pro- yoo 
portion of the Engliſh troy grain, with the grain of the Paris pound, a toy 
and the accounts which Engliſh writers giye.of the => 
French grains, wich theſeę pb. the tray, pound, and. after checking 
theſe accounts with the moſt accurate trials, by weighing and. 8 
taking 4 Mean proportion upon all, I find, that à French grain i., 8. 


de marc, is ta m H liſh grain uoy, 28.4 l. 8. is ta 00. See the table. 
Wugt a lame ik 18, Ma fuch..propartions, can gn he. Weſſed at 


by approximatians, in the age in e 64 night dra 


"poORo Wm" i501 n33d Syed eue thts en ro 
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ane To diſcoveri there ore, luννα⁰νjre nf grains: of fine gold in 
Aa louis dor, Raterhusgarti78ovieotoigning D εν 5) cod f 
Ne | Now ea guinea, comainsq r81651:4rop grains of find gold. and yet, 
petween the in almoſt every coumttq in Europe, the louis dar, in tima of peace; 
goioca., paſſes fon as muchas the guimeni, hen /hoth are af goad weight. 
This is a/ matter of fact welbknown;and3s/a confirmation of another 
principle which E have laid down, to wit, that the impoſſtiom of 

coinage gives an advanced value r eee foreign 
ceountnds, 0! wllud vrt Hir vbod off e 40 tb 

Of the! fine- The ſineneſs of the French ſilvet wrought/intp — is different 
- French from that of the coin. The fineneſs of the coin we have ſaid to be 
211 ro deniers and 21 grains, or 26 parts dine; to 25 allox; and me 
Hvauaalue of a marc of it (When the 36 grains of remedy of weighs iis 
daeduved) is 49 livres 16 ſols iich makes the full maro of 4608 grains 
to be Worth 5o:livtes:/4 ſols. The ſtandardrof the plate is 1112 de 
ners, or 274 fine and alley. In order; therefore, to find the value 

of the plate, at the rate of the coin, ſtate thus, 261: 50.2: 2274: h 
eonſequently ſilver plate in France; at che nate of the coin, is worth 
ere 24 i es on eee eee ee eee en ml 0 

When goluſmiths ſelb their plate, they ought regularly to charge; 

for the metal, the current price of the market; but as that is cons 

9 80 diamly varying; the King, for their encouragement, /has: fixed the 
value of the mare of it at 532 livres, which-is only 14 ſols per mare 

below the value of the coined ſilver, including the priee of coinage, 
Conſequently, were goldſmiths to melt down the coim in order to 

make plate of it, they Would laſe 14 ſok per marc, befides the e 
pence of reducing the melted! coin to the ſtauidard of the plate: 
Goldſmiths, therefore, in France; will never meltdown the bm 

when they can find bullion in the market; at the price of 14 ſols per 

mare below the value of the coin ande hate ſeenithat the price 
impoſed on ooinage generally reducas the halllion to- near 8 por cent. 

below coin but fappoling them to melt it dow there: is no loſs to 

the ſtate; becauſe the colnage is alrrad nid. 1 


* 


Wen NOE IHM ONT OECONOMEY! „ 


By dh vegul ation, goldimrithis profit by the impoſition of edin- Goldſmiths 
age; becauſe the mine price of cfilver being - rr reve. below che esd 
value of the coin, and that xceping the price of bulhon ow, — Md 
ſmiths gain upon theſaleoftheir wrought plate, alt thedifference 
between: the price they pay fot bullion when they make their p- Anig 
viſibn of it, and the price they are allowed to ſell it at whenwrought 
Another conſequence of this regulation is, that there is no com- 

petition occaſioned between che mitt and the goldſmiths, to tlie 
prejudice of the latter. No body will carry bullion to the mint 


hie there * eee vader toe make it into plate! Tris 
conſequence 18 plain. 5th nent affT: mo» 9 40 1 er cet 4 
Bullion can ene eee en conſequently, the And deer 


mint may rather be conſidered as receiving the bullion EY 


obligation to pay a certain price: bor it} than as deranding it in the Fein with 
market. The ſmalleſt demand, therefore, from the (goldfmith, Will metals. 
raiſe the price of bullion when it ſtands at mint price ; becauſe he 
who has it, will never give it to any body who has occaſion for it, 
without ſome fmall advantage above what the mint muſt giys him 
for i it; but the mint price being fixed, no competition can oome 
from thar quarter, and — price the goldſmith 
gives muſt be very ſma ll 4 ads 1 
Upon the whole, the regulations n France appear (ſo fat aN Advantages 
comprehend them) admirably well contrived ito, ſerve every PO dro 
poſe. They prevent the melting down andbexporting! of the coin 
they prevent bull ion from being coined, when it cannot remain in tho 
kingdom they give an adranced value to that part of the nasiona 
coin which muſt be exporter] for the paymer of the balance: of 
rrade; and they fecall it home when the balance becomeg favours 
able. They prove an encouragement to the induſtry of goldſmiths; 
there is a fufficient check put upon their melting doven the ſpecie 
i there is no diſceuragerent given to ꝓrirate people from mak. 
ing plateſ beexuſe rhe ver in the plate is ſold hy the! goldſmith 4 
ſmall matter below its intrinſic worth when compared with the 
coin. | 
OL L 2 The 
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The only tkingoto be seformeld 19 ueiremedibs latowedrbpthe 

King upon the weight and iſineneſs g henauſt atitends itozperpicy 
calculations, and ig) n alkinecedlary, oMVben exatineſs:.gan'\be 
procured, it oughi todie paccurcd 3;and as the rmorkmen regularity 
profit of all thecivemedies idVowedo them) at; iacacproofothat athey 
have no occaſian fevanrg;iwululgenre gem up for their wand of 
dexterity. n 4154 943 ai blog 10 92itg i 10 10111090914 di νον 
I ſhall make no mention of .the; duty of controle, upon! wrowght 
plate. This i;canfider:es an exciſe pon a branch of luxury srron- 
ſequently, Ahe-mxaminatiog of it belongs tothe doctrine of taxation 

andi is foreign ao chat of money. eYTEMI $2 NO185p9 ZBiaiyollot all 

n has been ſaid above that che impoſition of coinage (aceaſions 
ing the coin of France do girculate, almoſt at all times, above it 
intrinſis value as: bullien. even inifaręign countries) prevented i bul- 
lion from ever xiſing in khe Haris market, to che price of comm. Thi 
principle I alſo find confirmed by fata 1 
High price sfforeign gold of aa egrats fine, ſold in che Paris market:(Decemi4 
pen e ber th. 1860) at. lines the marc. In order to finil ihe value a. 
_ 1 the Mars, of ſine gold. uſſate chus, 32 5 7125124: 976.3. Nowithe, 
year 1 Co. M Sf ſine gold in the coin, we have ſeen to be 880. ia ſals. Shar 
- this: time. hen, France is engaged in a moſt expenſive war, while! 
ſhe j8dlalycexporting immenſe; quantities of both, gold and flyer: 
Cain aver armics.and ſuhſidies, the price of gold bullion: in 
hanguarkix 8.24olwzes: 18 ſols per marc below the value of her: 
coin. Nathing but che. advanced value of her ſpecie an foreign cur. 

rency, could poſſibly produce ſuch a phænomenon. But when ſhe 

was ſending ſtamped ingots of gold to Ruſſia, in the month of Sep- 

tember laſt, the price of the gold bullion of 22 carats then roſe to 

734 livres per marc, which for the marc of fine gold makes 800 

livres 14 ſols, which is but 18 ſols below the value of the coin. 

The reaſon is plain: the coin ſent to Germany, or Holland is con- 

Kantly returning to France, or at leaſt may ſoon return, which ſup- 

Ports the high price of it in theſe countries; but what was ſent to 

Ruſlia was plain bullion. 


Before 


1 * 


f 
un OEPRLIM GKL OXUONDMITI 1A yy 


vBefbrb q cotel udib this chaprer, hmuſt fa y wonbobuctroingithe 
wearing uf the Hrenciurwinſbye tirrulathne gi oil noqu mod 


. euiiacyitFiamncy by any public aurhos Pr Preſet fate 


ru, albpaymetns:mult be made lin c Abo this parpoſe-the'fils ug of e 


verlis moreicomponlyuſedthanthe gold ; from which I am obliged h Urer 


to conclude] that the ilernmmift be flitiewhereter-ratedin che — 
above the proportion of the price of gold in the Paris market; but 
of his L have no exact far matiou. loi Leal | 


-The ilver coin is put up kai aes of 266 greut erowns, value rade 


res. This dum of estüng ut of atis ming weighs; nccofllintg 0 
the following equation, 23 marcs 7 cu,ꝰ'sg 18e grains State thus; 
8.3 great crowns=4 552 grains ſtandurd ſilber; conſequently, 
20021101 68,6=23 marks Founces 152: gras. 
-| 'Thefe ſacs, according to my znformarionilevigh-waftaidy'g 
leaſt 23 marts 7 ounces, (excluſive of the ſaci; ſo that the French 
ſilver currency has not, at this time, loſt above 152 grains upon 
the ſac of 1200 livres, which is about 432, per cent. Iis (is a trifle 


upon a fimall ſum; but as no-difference, however ſmall, is a tri 


upon à large ſum, a limit ought to de ſet to the farmer dimmuutioi 
of. the weight of the curreney which might be accompliſhedeafilyy 
by ordering all ſacs of 1200 livres to be made up to the weight of 
283 marks 7 ounces effective, for the future. This would be, at! 
preſent, no infury to the public; there would be a ſufficient allows” 
ance given for many years circulation of che coin; and che degra»! 
dation of it in time coming, nn be effectually prevented 
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Y the Regulations ober vet in Holland, \with regard 10 Gviw'and 


* 


Bullion. 10197 blog 10 
8 Fat 193 "211 My) vt 3 odds 2 u „ git 

—— TJ" comes next in order to examine how this matter ſtaids in ths 
curteney. ſtates of tlie United Provinces, dhd With this T Hall conclude. 


We ſhall here find' the quieltion infiditely more involved in com- 
binations, than hitherto we have found it. We ſhall find the moſt 
ſagacious people in the world, with regard to trade and money, 
ſtruggling with all the inconveniencies of an ill regulated ings; 
and an old vorn out ſilver. currency; ; Carrying on their reckonings 
by the help of agio; ; weighing their ſpecie'; giving allowance 70 
light weight; buying ſilver with ſilver, and gold with gold; as bi 

it were impoſlible to bring the value of cheſe metals to an equation; 
"© walk 1. loading commerce with a infinity of brokers, Jews, th 
l Aer, without the aid of which it is impoſſible in Holland either 
D Wo Pay or to receive conſiderable ſums in material money. Alt "offs 
It is very true that v what muſt appear an inextricable perplexity 
to a franger, i is really none at all to the Dutch. Trade is there fo 
well reduce to ſyllem, and every branch of it fo completely für- 
nihted with hands to carry it forward, that the whole goes on me- 
—— and though at a great additional expence to trade in ge 
neral, yet at none to the merchant; becauſe he regularly fums up 
all this extraordinary expence upon lis dealingé, before he ſuper- 
| Aude his own profit upon the operation. Were therefore” alt this 
unneceflary expence avoided, by a proper regulation of the coin, 
che conſequence would be, to diminiſh the price of zoods to ſttan- 
gers, as is well as to the inhabitanits, to leave the profirs upon trade, 
relate to thé ferchiants, actly as before; and t6 increaſe. toi!” 
ſiderably, the trade of the republic, by enabling them ta furniſſi all 
commodities to other nations cheaper than they can do, as matters 
| ſtand ; 


exilim) Us VOUNTIEKT. OECONUMT/ 5» 


Rand ; but were this plan put in execution, the conſequence would 
alſo be, to take bread from all thoſe who ar preſent live un 


order, which ought to beftemoyed. A i 5 
Of the regulations in the Dutch mint. 


| Regulations 

— —— 99—— — 
or gold weight. wont 

This weight is about 1; per cent. lighter than 8 ounces Engliſh Their unt 
weight, withaut.coming th the moſt ſerupulous exactneſs. | theme 

This ware is divided, into Brgpaces 5; exerf unde inte a0 enges; Holds. | 
exery engle into 32, acęs OK grains. The, ounce therefore contains 
$42, and che marc 5430 aces, W. this Weight, bullion is bought, 
and the coin is deliyered at che ming, or weighed, in dee. 


when, weighing is neceſfary. {15 En Tf e556 | 
Ahe mine delivers the ſilver coin by e the m mare weight ; but om The remede- 
che full Weight, there is deducted ; as 2. remedy, one engles and one gr ht oa. 
ace, or 33 aces: ſo the marc of Wee by which thep.deliver the. 

ſilver, contains 5987 | aces, in place of Had 4 0 in 5 

b The ſineneſs of che Dutch flyer i is various, according to the ſpe- The fineneſs+ 
cies. 1 Mall here, for che greater diſtin&ineſs, take notice only c 0 1 
the ſineneſs of the flarins ; ; becauſe it is the beſt and the moſt ſtan- -- wag 
dard coin, uſed in the payments of foreign bills of exchange, — 

ing the other varieties of their ſpecie to be conlidered afterwards. 

By florins I mean (beſides the florin pieces) thoſe alſo of 30 ſlivers, * are” 

and the 3 florin pieces, the ſtandard of which is all the ſame; 1 
wit, ++ fine with ane grain of remedy. _ m 


The © maſs of filver in the Dutch mint, (when we rr of he Ge, * "Th 
nelp) is ſuppoſed) to, be divided into 12 dende, and every penny into reckon thei 


Nvet ſtage: 


24 rains, as in France, 001185 50 unn ge 8 dard, 
Any mafs of filver, therefore, of whatever weight, i s ſuppoſed 


to be: divided. ang 288 parts 7 conſequently by +; fine with one 
grain of remedy, is meant, that there are 263 of hols parts fine, 
and the remaining! 25, parts, of oll. mode Nike r W 
the Dutch flo orins,. Zaild enz VA 10114971 3011 4 T]s | 


. 3p) SIQOTTT:11 5 4 f To 
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>= 247 B Bonfind tlüpefenig tha ndnticen)f gmainardf fc Nein eure 
c weight, as tb s deere m e wedndRifticenhis De. 
o eh: 263-3 dpi gfagand bonodor: ei, blog 201 to biabact HT 

wal] Þ .. ; The marc therefore of rome: dilyentiating, aft; all deductions 

2 for ay in for remed ins v α and-bbifigene®, contains! of 


ſilver in a 


marc weight fe fiber 46435 acts Hollands rar U iq 38; nigno) o bog 


2 2 This marc is ordereſbterbæcvihnd into 34. lorinsu If thereote 

FFF 

Fr then hp full sre, 

or-512e-aces of HHH er wl be a floring by this — 

logy; 46 anette: l 21 nne e 28015 Sloggi 

lit price But the nint priae of the magciof ſngſilvex is 28, i florins. Þ 

of fine liver. difference, thexefare, between cthe mint pric of. fine ſil ver, and. 

| the price of it in the coin, will ſhew exactly che expanoe of c] 
ov Ber Sedkgiens; . 547 ni blog nit to g to ij 2 batt oT 

"a, Theipricepty mircofifinediver in the ch˖rn N. 25.574 1 


k 17 hog 


14/5» 24 Price of ditto as paid byche mint 25.1 


e511;C1 0 
es uh Price 1 7 19116 eonb om baniog blog to r 1 ans 


| "a 85. rice o FONT: 8 17 0 To's homo? adn 40 t b 1 go ls of oj 
ha En wh makes, of FOR. ſtate thu 
b A a muc bf his m . Xt 2 Z e is“ 
25.1: 25 Any, : 161.48 


Ys 1 is. np ge Ly Per cent. taken upon the 


Price of 
1p, 
— — add hg, xamine the reg ilations 


z 1 1 coinage of þ 12 5 PLN wha exrf 10 £0). C£17 BI FLEE ns, as to, 
per cent. 80 old * ins of” 9 


. 0 are in wy two. ſpecies of Sen „Fin 71 11 
— gold weights, fipepeſs, and denominations, t. to v be, Ducat and 31 
Rugers,, We muſt, therefore Eexamune. thepi ſepa t br £1024 i blo 
The duct. The ducat is what they call 1 gn 15 wh 1 Pe 
5 


— no — the authority of the flats, mn 9 55 15 2 8 [ 


minate weight and fincneſs ; but not A, oney by in payme Ne. 
becauſe-is-has-no legal denomination. 
Ducatt are delivered by the marc weight as the fleur: but chete 


is a remedy of "weight deducted of ſome :etglt; per mare he 
marc of ducats, as delivered by dhe mint weighs but 5088 aces. 


e | Sq o |- the 
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mea ehe / vf die dumm i(aniterthe pn eff carats 8 The Mee 
gene D n Hollatid they ae griimofletmedy-: „ z 
The ſtandard of the gold is reckoned by catats ati grains: 24 How the 
amen abe eahed ane geld ang viierpearat in bed inte an grains ; ast 
i he maf of guld be ot br obs 
poſed to contain 288 parts, that iep1ajuagiioht this rate the-fineneſs 
of dacatb it'2837purts fine gold; dab he ef tnt ei 1 nin 


each of 
one'part/topper, without any reed v but iniHolland — eden 
bring me geld to dhe Enenoſs 0-23 cat and'8- grains 3" then: they 
ſuppoſe that what remains is all Giver, and they take their remedy 
by adding one grain of copper. '- Dutch ducats are therefore ſume - 
wing in the fineneſs, though nothing in che weight below the 
regulations of che ernpir ..... ?:˙ 


To find the number of grains of fine gold in the mare r = 


wn mg we muſt ſtate this proportion, = 


288 : 283 :: 3088 499%. 1 
The marc, therefore, of gold coined into ducats, after all deduc- ducau as 


tions for alloy, and for the remedies of weight and fineneſs, "to. ben come 

tains 4999.6 aces of fine gold. This marc is ordered to be ineq mw. © 

into 70 ducats, 8 LES 
If, therefore, 4999. 6 aces of ſine g gold, ye ke 70 ducats, „ then Nee 

the full marc of 5120 aces of fine Sed wi be worth 51 15 4 — — 


ode 
by this proportion, 4999.6 ; 70::5120 : 7.687. ies w 
But the mint price of the mare of fine gold i8 71 ducatsz. r mn 

difference, therefore, between the value of a marc of Ee 8 
ducats, bad the price given by the mint for the fame quari- 
7 fine g9ld bt don, Mews the experice of colnake. State _ 
ice of the mare of ide in naps Au 71. 687 ducats' 1 

int prite of nd mareUints el 1 de ran, 
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rice off coinage >) 3 Mow 216m ** I] 8 8 900 
o khow trow mm cligkns makes der rente ſtatt thus, 
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Price o. 0 chat there 4s hot quite h her cr hben in Holland upon the 


coinage”! 


vey Saen cOinage of their gold ducarz;tfigiow foi os nowklifeor od erect F- 
, per” 7But'upotiitheibver floritis there is (as we have feen) near 1g per 
The price of cent. \eonfequently;"ahoreris/anencourngement of 14 per vent. given 
— 9 —. for carrying gold to the mint preferably to filoer; which, in my 
ſhould be hutnble opinion, is i judged. I allow that the expence of eoining 
the ame. a ſum in ſilver is gueater than the expence oi coining che ſame ſum 
in gold but I chink it is better toallow an additional proſit to the 
mint upon the gold, than to diſturb chertxuality of intrinſia value 
— to be contained in the ſame ſum coined in guld and 
der. But indeed, according to the preſent ſtate of the Dutch mint, 
this (mall irregularity ia not much to be minded, as we ſhall ſee 
. ö hi m amd wt 0 gatwht 
The nr "Riders are a coin but lately uſed; in Holland. Formerly, the 
n Duich had no legal gold coin; filver Was their ſtandard; and ducats. 
as a negotie pfenning (as they call them) found eee 

ay - ing no determinate legal denomination, as has been ſaid. 

But of late the States have coined this new ſpecies. nde 
— 11 nen they have given a fixed denomination, and the authority of 
opens a legal coin, to be received in all payments, ſo far as one third of 
1 the ſum to be paid; the other two thirds muſt be paid in ſilver: 
| mite] but of this more afterwards, our preſent buſineſs being to examine 

the weight, denomination,” and ſineneſs of this ſpecies. 11 
3s coined al· Niders are comed by the State alone, no privte perſons carrying 
_—— bullion to the mint for that purpoſe 3 the coinage;; therefore, not. 
the ſtate; ſo being open to the public, it is in vain to ſeek for a mint price, 


there can be 


no mut They are delivered at the mint by tale, not by weight; ſo we muſt 
228 inquire into the ſtatute weight, ſineneſs, and denominations of this 
ſpecies, in order to diſcover the n ee ſine gold which is con- 

tained in the florin of this currency: this we ſhall compare with 

the florin in the ducat, and fo ſtrike an equation between the ſlorin 

in this ſtandard coin; and in the other, which finds its nfs 
rn it is made of. M1} bono 


has u h 


7 | A marc 
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2+ /Amngreiof:fioe! guld Rtack:nto.riders:ciremates — Regula lions 
This is the regulation as to the weighte1o5irh blog hats t: 0 . 
he ſtandard is eractiy- N fine, or 42 carats, eee CID 
[1 The. denomination: 1974 florins for every rider, the half rider in of Aden, 
proportion. To diſcover therefore; the quantity of fine: gold in a 
rider;,we-muſt firſt divide 37 by 14, which will give the number 

of riders in che mare fine wiz; 26 rides; then we muſt ſay, if 

26.514 riders contain à mare of fine gold, or 5 r* aces; n 3 
willene rider contain : he anfwer is A g gry. mT 

Divide tis by 13, aud you hte the number of aces of fine old Quandey of 
contained in x florin of this currency, 3.69. 4 3 
Here then is the exact weight of che fine gold 3 — one riders. 
florin of the currency in riders. hrtoeng 

Let us no examine how much a ducat ought _ _ in order To put ths 
eue par witkr che currency of che riders. 49 upon 
We have ſeen that a maro of ſine gold is coined into 0 68 du» riders i 
cats. That number of dueats, therefore, to be upon à par with — | 
riders, fhould' be worth 3/1 florins. Divide, therefore, this laſt Mantle 
number by the feſt, eee eee. wo is *linle 4g = 
more than 5 florins 44 ftivers.- 1 (1 to ob! bend « 
Were the States, therefore, to 4 e n geg 
cats, they ought to be put at that value: but che trade of Holland dan 
requires that this coin ſhould be allowed to fluctuate, according to tion of du- 
circumſtances,” The great demand at preſent (1761) for gold to ſea 
to the armies preferably to filver, on account of the-eaſe of trans ” : ” 
ſportation has raiſed the value of that metal, perhaps 4 per cent + 
above what it would otherwiſe be. If then; per cut. be added, it 
will bring tlie ducut to the preſent current value, to wit, 5.42 florins, | 
If, therefore in order to bring the currency of ducats upon a par 
with the riders, 'they were fixed at 53. 4 ſtorins, it is very plain, that 
no more would be ſent away in payment at that rate, becauſe of 
the preſent advanceil value of gold i conſtquentiy, none would be 
coined ; the mints would be:ſtopped,'and the armies would be paid 
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| keeps all ſheenitits59AV BAT? AREnebetu pation) 0) 2.00098 

_- 2Mhis;:befideentployiggand foving bread ts x namberefhands, 
multiplies the Bucehicarrency} 268 time! When MAVI ghet. 
ocrafipweqrig. 2d: 97s woy Fs ds yd in ach 9bivib ; SN z. X 

diet usnEHn examine: thopropbreigmobthe.cbctals infthe Obin. 01 1 

How to find iber muſt adhere clofelyito the vegulations af themimnriabove? 
ow P mentioned, and only determine what the proportion of the metals 
mn nid be); vrere da cb :Holiand; both! gold and fibver; of iſtah - 
nad, we. ARG a ere le che praſtice td pay on the metals at wien 
when iim / in difterenity inldicher ſpecies, hut neither of theſe ſuppo- 


9. 


non in the ſirtons aro to de admitted Pirfy becauſe die ſilver doin is not of its 

an. dt weight p and in / the tcond plate, hecuuſe the mint never huys 

| gudsbullion hub With geld coin mor leer bultion bur with fer“ 

cdmerNThAs- i che infallible conſequenecefofaicoinage ilt regulatech 

im What nolateb eb ale pbopottiomof the metals, which ought reſpeo· 

tively to be put into the ſumei fan, in the two different ipecies. 
Wr Mm,. enꝗHeſt c rine tlie proportion of the metals, with. 

e neff RES ertry/Spetick ef e. I would alfo be incorrect i to 

b&xamine it as to the dueutoſ heeauſe thut fpeees has no fixed legal 
cc¹dEοꝗ iA n; And me lprGpO TUM Uf chemmetals is. to be diſcoert ii 

. gend US When bf ie 0d on NH. noi 19 

ae v Dt BAHN the peopleifor florins r ſtivers j but © 

Vim nevelients//whotbayithom as:merchundlae>theirnulut is cen. 

uH¹jjv varng?]'Aprefent' (Supteraber 9767) thennew? tbined 

ducatsbroug fm bays! rem che. min Hlelr nevevi have circu- 

latech, wreboaghnifory florihs h wers; Yolo, which havegdireus! 

latect (ef ivibra day) fall, fror tliat very circtumance, le 

rins 42- Wers N which! igbaidiminaetioniofmeat £! par leckt aft their 
var his PhD Henn ſfiall aftetwatdy be AH ed fbr: 01 


Mere alt the AThis bern gl the ue We Ve Ho med lafe vA judge f e pro © 
— petiton fd Met dle irt Hd cin of DHAHd=büſtiby ite 1 
proporiion of fine gold and fine flver- f in e fame tiny paid in floritty-! 
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fa weight; and tin nam Fiders thaaneendehember: ooined; | 

according to the, gegulationa t abe:muatrbove aneanent. ll. 4 
khas been ſhewn than a marg et e gd lin riders. girouiues 

forfs 394% and chat a marco fine blver.an Algring; circulates: for: 

. 25.572 ; divide the firſt by the laſt, you have the proportion as 

1 to 1442 But halli aften ard difcovera orcumftance, not 

taken notice of in: this place, q h ib vedure the proportion 


0 , . 0 109014 3 
lewega: 54 10 aoiuoqong Sl a8 2nimanob yi”o ban nor, lg nn 


Frhmothe above cl, gi, b hy diſcover the ee gg K | 
quantity: of- finetfilearrandafine gold santa inetd / in a Dutch flotin ln. 

whether reahzed in Giver flown pincen.in Goll ndern, on im dneansf 
As this will be of : uſt when) we come to eramine the par of * * —_ 
change, it Will motabe amis to ſet before the -xeader, the exact Rate!) 2163 
ok St partichlan before we proceeds: Weibere: ſaid tut whoever: a 
rei A Sν in ſilxer florina pi full weight,.rectives-a marc o 
ſine ver, which: contains gi2ꝛd ace. Divide the laſt ſum by the: 
firſt, you have 20623 aces of fine ſilyer far che flo ri. 

Mhoerer receives fo8344m gold ridens,; receives: a mar of ine op Dal Fl 
gold which ; oantaigs$4a90,ades.,., Divide the laſk dern br de kee 
you have 13.69 ages of ine gold Fonte flori . erg | 

We have, ſeen; that ducats; fluctuate in their in. Having, no ſyveſtgation 
legal denomination, which obliged ns-to-fiate the current valus of eden de 
a mare f them a 687 \durats,; not: being able 90 expreſe that the ducat 
value in florins a becauſe of the unſeuled denomination of thay ſpe+,. 
cies: Let us n ſpecify that value in fſorins, upon three fuppor;; 
ſition, The firſt that ihe/duaat is North what it paſſes for among 
tha pe p, DNS FCH. :Iheiſceond, ia the value na dun. 
catsſifam the wit, / JH, The laſt, at che merchant 
price of goad ducats, whichohave circulated, tu with, 5 A. 

In the, arft, gale he ducat ab-51þ 15A) 73-689 ducats are wort 
376-35 Jorins, this beingithe valve of / ma of fine-gold inducers, . 
and anzAinng 5430 AZ vide de laßt bythe ff,, 08 . 1 0 oy 
havg 2604 ALES of-five Sand, fur aefigen 11 2a bas blog 9ait Jo noncgore 
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ache ſocondl caſe (the dent K (7.5087, caps, are wort 
375-04 florins ; by which her divide 5120 ag before, you have 
t 3-651 aces. of fine gold for dhe ori on Ho ch bng Met ad: 05 
In the laſt caſe (the ducat at / 4 .f.) 71. 685 ducata are worth 
$7444; by which number dividing. 120, you have 13.685 aces of 
fine gold for the. florigy. which comes within a trifle of ee 
riders. reti v4 16 eg ig to 
by which ir; But now (in june 170) L learn, that the courſe of new ducats 
F enn che mane ine Holland: markat, is got up to g.. 54 f. in this 
8 caſe, 71.697 ducats are worth 378. 1 floxins; by which number 
gold, and. dividing 5120, eber de aces of fine; gold for the 


et the mar- | | | 
ket price of florin. f 11 Nando, rare ot + 


the metals „ e ſeek here the proportion derween the gold and alver, we We 
10 14.785, Muſh ſtate thus. If a florin in dugats contain 13. 541 aces of fine, 
gold, and a florin in ſilver coin contain as above 2090.21, aces of fine 
ſilver, then 13.541 20821:: 1 3 14.7856. 80 the effect of this war has 
- already been to raiſe the value of gold 1.12 per cent. above what it 
bellen was citecmed to be, when the riders were coined. 
e The proportion as to riders is, as before, 1 to 14.62. 


„nN <TIf*} 


Wich ss The preſent proportion as to ducats is 1 to 14.78 7A 
riſe upon the 


value of gold - | 12 14.62: 100 : 14.785: 101.12, 
2 PE I muſt farther obſerve upon this ſubject, that although we have 
« + ſeen that the ducats which have circulated for ever fo ſhort a while e, 
when bought at 5./. 4 fe. produce for the florin 13.685, (Which is 
more chan is produced by the new coined ducats freſh from the 
mint) we are not from this to. conclude, that the former are intrin- 
tically a cheaper currency than the latter. I have been at all the 
pains imaginable to weigh theſe ducats againſt ot hers freſh from 
the mint; and alſo, to compare their weight wich; what ; it ought to 
be by the regulation ; and I have conſtantly: found x near +, per cent. 
DEP of difference berween them. 25 18 entirely owing to the nature of 
e cru the coir in. The ducat © has a large ſurface i in proportion. to its weight ; ; 
abit dt att carries a very ſharp impreſlion, full of f mall points; the cord 
1 +) about che edges 1s ; exceedingly rough; ſo that the leaſt rubbing, 
. breaking 


Noi 


ien 
1 


Wed 


# } 
51 7414 


nr. Vn PFO ETI ATT GEES NONE)! &þ 


breaking off choſe fmall pbints, dirinifhesthe weight of the price 
near: per cent.) Whictr is clear loſs) not ont} t the proprietor, but 
to the ſtate, and to all the world. Befides, 'theſe hö are obliged — * 
to go to che mint for riew ducats, are ſuppbſed to bear the greateſt 
weight of the coinage of à picte which; Having no legal denomi⸗ 
nation, is left afterwards to ſeæk its dn value, that 
of the metals at the time. be 
As I have entred into this' minute detail of the weight of ſine The Inten- 
filver and fine gold contained in the Dutch floritis, with a view to — 1. © 
facilitate the calculation'6f the par Of tHe italy eonainted in thi „ee 
coins of Holland, and'thoſe'of ocher nations; I muſt next metiti6ny'rea par if”? 
the proportion between the aces in which we have expreſſed the Og 
weight of the Dutch ſpecie, add the grains in uſe in fore” tile 
principal nations with — l trade: Theſe I tak to de Fug. n 
land, France, and Germany. 10. 11107 ii 't non E Uns EY a 
The reduction of weights to We exactneſs, is 
the art of man; and to this every one, who ever tried it, muſt ſub- ber _ 
{cribe. I have been at all the pains 1 am capable of, to bring chole — 
weights to an equation; and here follows' the reſult of wy exami- France, and 
nation into that matter. 3 E 
By all the trials and calculations I have made, I find that 5192.8 12 WOE 
aces Holland-troes ; 3840 grains ' Engliſh roy y 8 ; 4676.3 "20 
grains Paris poid de marc; and 4649.93 grains 45 Etna Li i | 
the gold weight of the empire) are exactly equal. Pod warts 
I reckon by the loweſt denomination of theſe ſeveral weights, to 
wit, their grains; to avoid the endleſs perplexity of reducing to 4 
proportion, their p 2unds, marcs, and ounces, eee « regu- 
lar proportion for ir grains. GOL Eint 7 Ig 


Ti 
L 


par of the meta) contained in the coin of thoſe nations, reduced 1 


to the weight f Holland, hay ſtare the 7 Win com 1 putations. weighty ſil- 
A poi erling jobs the Md of e of it pech, Bush fo- 

8 1718.7 grains 40% Ji fs many aces kolland tre 17 * 

Gat makes, ſtate thus, 8e 17759 17 fs 7: 2324.1.” I livers, 


Divide 


* bh * ” 
4 . 
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Divide 2324-1 by 200.21, (the number of aces contained in a filver 
florin) you have for the par of the pound fterling, f 11.609. 
Par of the A pound ſterling in guineas, by the ſtatute fixing guineas at 21 
r Un Gay not 
| with 729 Holland - troes that makes, fate thus, 
2 3840 : 5192.8 :: 113: 152.8. 
Divide 152.8 by 13.69, (the oumber of .aces contained in u gots 
Serie in riders) you lure un en@ra, ApmianE—D.. Kan -q2d 
8 neas, f. 11.161. 
Par of a A French louis d'or contains 137.94 grains poid de mare fine gold; 
Freach her 0 know How many aces Hollands that makes, ſtate thus, 
une n 4576.35 5192.8: 137.94: 153.17. 
3 livers Divide 153.17 by 13.69, (the number of aces contained in a gold . 
and! florin in riders) you have for the par of the louis d'or, f. 11.188. 
Fer of 24” 24 livres French, contain 1996.88 grains poids de marc of fine 


livres French 


in Giver with filver; to know how many aces Hollands that makes, ſtate thus, 


CT 4 4676.35: 5192.8:: 1996.88: 2217.4. 


| So Divide 2217.4 by 200.21, (the number of aces in a filver florin) 
dad you have for the par of 24 livres French ſilver, / 11.076: 

— The French ſilver here is leſs valuable in Holland than the gold: 
erade againſt this is no proof that the proportion between the metals in the reſpec- 
Bepeaber thye coins of theſe two nations is different (we ſhall ſoon find it to 
270 he very exactly the ſame); but this preference in favour of the 
French gold, is owing to the temporary demand for gold on account 
of the war; for which reaſon no French ſilver coin appears at pre- 
ſens in Holland; I write in September 1761. 

I muſt alſo obſerye, that at this time the courſe of louis d'ors is 
41 £. 4 fl. which is little or nothing above the real par of the metal 
they contain ; which, in peaceable times is not the caſe. This 
proves how ftrongly the balance of trade is againft France with 
Irre 0 Hellen as it has requeed her ſpecie to the price of bu 
lian: at-3s not ſo in Gegmany. p 
Low wie , TheJow value which a pound Rerling has borne for theſe ſeveral 
erlag io YFAJs in exchange, ang. the great fall of its worth in Holland of 


1 oll in 
1 _ 2 #4 of / | late, 


in peaceable times; becauſe ee eee ue ak N 
I have reckoned it asd were o eee. | wo 

De will be obſerred Mad themprruphy dieggolt does not quite 
amd unt to f . Hh e“ t H, Wiicprext Uifpropartion 
in the Britiſh coin, between the intrinſic value of a pu,ãtc ferting 
id\firertandin gold ywhenbonrhyne wh Auadaniiweight; the latter 
being nearer ht. W urs he Fer fner; when the proportion bed 
of the metals is ſuppoſech ca be #43 Hut a preſent there are 


98 *X * 


no ſterling pounds in ih dy mD tliere is 10 fiber in England in IY 


any proportion toithelciebritacien off trade paaiteberafore the , 
ettremcy bur which peandxi#bewalnedpis the guinea, >> 


Dr. A as — 


It has been ſaid, and I think fufficientty proved, that the price ot Qui 
the metals in the market, ſhew ve etactly the weight of the cur- 2 gold 
rency in nations where toinage'ts frer, when there: is inv-fevtre — 
prohibition ¶ put in exteution) ugainſt the exportation — Pit time, 

I rake to be the caſe in England. Now gold there Has rifen of Eire 
to 31. o. 8d. per ounce? from "whith®Fconclede, chat the gut- 
neas with which it is bowgtht;'6r itt Witch bark notes ure Pd. 
are at preſerit fo light, that 4 o 842466: e d i 
of new guineas is worth no more than 37." 1945; ford ne nd 

Gold, therefore, which no ſells for 4 K Oh. S would cen 
ta iy be wort no more that 3 l. 171. tod, were Engliſh gold coin 
bf its proper wo h de price of it will coe d to that 
valde, in proportion as etreumſtances ſniall can back the heavy 
hens.” " To icgs 6: hor Bo annie wh eee Woo worry 
dilitate the verification ot th pont, I ſhalt firſt obſerve; Mat 
pp difference between 41. 0s. 84. and 62. Wafer 
The ængHẽ/ gold eurteneyerefote; un rice tittfe DD fon —.— 
was worth 4/. o. 8d. mut Havebbeen worn J per c. n LY 
vol. I. N nes. 
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neas, when of full weight, weigh 129.43 grains of troy weight; 
if ſuch guineas are worn 4.57 per cent. they ought to weigh no more 
than 123. 23 grains troy. Now let any man try the experiment, and 
put an old guinea, taken by chance (not picked out) into a ſcale, 
and ſee whether it has not been worn down to 123.23 grains; and 
let him alſo examine whether'the greateſt part of the guineas, at the 
time when gold bullion has got to ſo high a price, are not of "Ing 
George I. and his predeceſſors: theſe I call old. | 
., Beſides theſe there are other circumſtances to be attended to. 
Men who job in coin, pick up all the worſt guineas they « can when 
they go to market; or if they buy with paper, we may decide, that 
the bank at that time pays in guineas not above the weight of 
123.23 grains troy; for if the bank paid with guineas of a greater 
weight, he who had occaſion to carry his paper to market to buy 
gold bullion, would certainly rather go to the bank, and afterwards 
melt down their guineas. Were the bank of England never to pay 
but in gold of full weight, and were the exportation of guineas 
tree, it is impoſſible that gold ſhould ever riſe above the mint price, 
which is 34, 175, 10 d., or that | 
As a farther confirmation, of the 1 of che high valuation 1 
have put upon a flyer pound, ſterling of Randard weight, I ſhall ob- 
ſerve, that a new guinea, paſſes in Holland (at the time when the 
exchange is A7 49 . 10...) for 11 f. 11 f. and every body knows, 
that ſuch a guinca in England is nat above the : intrinſic value of a 
ſilver pound ſterling of full weight. If then I can get 11 . 11 1. for 
a new guinea, I ought jo get as, much | for a new ſilver pound ſter- 
ling, ſince the intrinſic, Value. of, both. is the ſame, when the Propor- 
tion of gold, to flyer, 3 is, as 1 to 144, No this guinea g muſt be 
worth mare man 11 o + 11. becauſe the Jews, who carry them to 
the mint, give mat; price for them (I haye dif) ſpoſed of them to jo 
at that value * and as che coinage af 1 coſts, as we Ave 
ſeen, ncar 1 per cent the guinea is jncinfcal y, worth 2 2 11 more, 


chat is 41/ Abt As, gold at. preſent bears an, ach Van cd Price 
| 2 This was writ in Holland. 


upon 
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upon account of the war, and that the proportion between gold 
and ſilver is in Holland above 1 to 14:; theſe are the reaſons why 
the guinea, in Holland, is at preſent ſomething above the intrinſic 
Value of a filver pound ſterling, W we Have n at 1 It; 609, 
. ˙ 


Let me here obſerve, by tlie bye, that wh the pounds remitted _ not to 
from Holland to England, for fillin z the ſubſcription for 12 millions b hucg 


balance of 
of laſt year, coſt the remitters but about 10 5 ＋ to . for the pound 4 8 


ſterling. If this low courſe of exchange be'owing (as ſome pretend) lodged. 
to a wrong balance of trade againſt England, and n6t (as! pretend) 
to the lightneſs of the gold currency; then we muſt allow, that the 
expence of the German war (which is what alone carries off coin 
out of the kingdom) muſt have exceeded alt the profits of the Eng- 
liſh commerce, whici I appretiend to be at preſent immenſe; and 
alſo all the money lent by foreigners towards the loan of 12 millions, 
I leave to others more knowing than myſelf, to determine if ſuch 

a a ſuppoſition be admiſſible. If it be rejected, let any man refle& 
how abſurd it would be to raiſe, at this time, the ſtandard of the 
pound ſterling to the old value; and to repay at 11 12/f. fich 
Tums as have been borrowed at the value of 10% 10 fl. or in other 
words, to make a preſent to the Dutch creditors of n 11 1 
cent. upon account of a loan for a year or twW w. 


; Having now given as good an account as I can of the _ coin, Defeats ot 

according to the regulations of the ſtate, I ſhall next point out the 8 oY 

defects of their ſilver currency, and ſhew the conſequences which Holland. 
reſult from them. As for the gold, it is at preſent perfectly well 

regulated.” The riders are all exact in their weight, 'fineneſs, and 

denomination ; the ducats are all now recoined of legal weight and 

ſineneſs; and the denomination not being fixed, they ſerve, in a 

trading nation, as a merchandize, of which the weight and fine- 

neſs are well aſcertained. The only defect, therefore, I can diſcover 

in the Dutch gold currency, is the form of the pieces. They have 

too much ſurface in proportion to their weight, and the impreſſion 

N is 
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, eie e edt am? at hoviooss d or. noioqong offs e 
| Actvunt'sf dhe \ilyer, currepey ofo Holland is of two forts. The bank ſper 
— dich, And the current ſpgcias. Here it muſt; be ohſerded. that iby 
bank ſpecies is not meant Amſterdam banco, or bank menen. but. 

covmute aun cim which are called hank. ,jẽmu Theſe are. 
| b £ 21; Pieces, of 3 guides. 40 2yougnifironab ooh oils 1647 


„ "$4 57 o 
ange 


nt Fr ( © qu e! 230 ſtivers. bas 23914 127 OS 92111 999i 195 


nde 


wav bag 1: merry 29 livers; 2 ; 226d rk 207 , vluoogdlimong 

„Theſe are called graf ge,, as being the good ſpecie, of which, 

hicherto we have only ſpoken. Sums woc be paid in bank ſpecies; 

muſt be compoſed of 3 of chis e of + of what . 

viz. Riders of 14 florins. MoH .cohn9 oi bag 2990110 3 142 

| „arten half crowns f 28 divers. acnghlmmot 51 01 2nihb10998 
Ses halves; of g. Kivers., 1. g % 01 go: t co och nocd? 

"own put in the riders, though a gold coin, in enden to give a 
compleat enumeration, of all the kinds of theſe bank ſpecies. 

Regulations Foreign bills drawn on, Rotterdam in banco (i. e. bank ſpecies) 

for the pay- are often received there, in any of the above ſpecies, without regard 

reign bills ta che g which ought to be groff gelt; but when che holder of the 

bill deſires the acceptor (which the latter cannot refuſe) to write, it 

off to his credit in the current bank of Rotterdam, and that he has 

there ng ſtock, chen, it he Wings. I $0! the n. it muſt be 

as above ſpeciſied. nes! OH £17209) oli! 

Ditto for Current bills, not ſpecified * the word 0 are generally paid 

current bills. according to the following proportion: upon to v1 beg 1910 

un in ſchillings of 6 ſtivers,. % CBT IO 1 „itt blo ac: 

| 4 Ar in dubleties of 2 ſtiyers. i en ,9991q Va MY Em”, 74 

. e in good. ſilver. 0410 £ ewolls 01 1c Jn£d © nion 

Ditto for Merchandize are paid with all kinds of Dutch ſilver, „ 1 only n 

d. dubleties, and 4, 891d, lelt or more, qr ſomgtiines none, according 

tQ agreement, 5 oc 990 9NO 599077 10 2304: 


The devo- From this, expoſition of the, maker, it. is very, evident, char all 
mination of theſe currencies muſt be of diſſorent intrinſic values, in proportion 


the ſeveral 
ſilver cur- to 


— 2 
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to their denomination ; otherwiſe, why all this trouble about regu- rencies not 
lating the proportion to be received in payments? This proceeds fd _ 
from two cauſes : firſt, from the wearing of the pieces; the ſecond, intriaſic u. 
from the diſproportion of the fineneſs in pieces ofthe farne weight cn 
and denomination. 

As to the n the wearing of the coin, 1 ſhall obſerve, Regulations 
that the three denominations of the good ſilver, to wit, the 3 guil- be aaf 


the weighing 
der pieces, the 30 ſtiver pieces, and the 20 ſtiver pieces, are put up of 6Iver ſpe. 


promiſcuouſly in the fame bags; being of che ſame fineneſs, and — | 
conſequently of the ſame value, in proportion to their weight. 
Theſe bags contain 600 florins each, and tlie legal and full weight, 
with which they are weighed at the bank current of Rotterdam, is 
25 marcs 5 ounces and 10 engles. Now the exact weight of a florin, 
according to the regulation, is, as we have ſaid, 200.21 aces fine ; 
then the 600 florins ought to weigh 1201.26 aces fine, which at the 
ſtandard of 263 parts. fine to 25 alloy, is 131545 aces ſtandard: by 
this analogy, 263: 120120: 288: 1315453 Which is equal to 25 marcs 

5 ounces 10 engles and 13 aces. So the weight at the bank is but 
13 aces lighter than in ſtrictneſs it ought to be; which is ſo ſmall a 
difference, that it could hardly turn a ſcale with ſuch a weight ſuf- 
pended in it: for which reaſon, I ſuppoſe, it is left out, for the 
ſake of the even reckoning of 25 marcs 5! ounces. 

Did theſe bags of ſilver coin come up to the full weight, then the 
fiver currency in Holland would be good as to thoſe pieces ; but as 
che greateſt part of them are old, having been ſtruck with the ham- 
mer, and are of unequal weight, having been coined (al marco) in 
the old faſhion, when coin was weighed by the marc, and not as 
at preſent piece by piece, it is impoſſible they ſhould be of legal 
weight: the bank, therefore, allows 2 ounces of remedy in receiv- 
ing thoſe ſacs, that is, they put 2 ounces into the ſcale with the 
fac, and if they find that the fac is ſtill light, but that the deficiency 
does not exceed one ounce more than the remedy, they throw out 
the coin and reckon it over; and if the tale be juſt, and that none 
of the pieces appear to have been clipped, they.receive it as if it 

1 were 
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weight, they do notizeceing ins r [1s O ftr GN dot 07 /,ftoth 
E „Here isa palpable abnie fm a diſorder im theſ coin. If / A ſac 
aan OI: is ver ſo litile too light un allowrit tu paſd, us i it were fd 
en, weight? Notliag is ſoeaſy h torofdeg fuch defciency tobe. made 
di sl beer by the delwerer«tWerghts:taremade for eractueſd, Ad All 5 
+2 remedies ate auk ward and inabrrecd. 40f½ 912 109 
This allowance muſt open a door to / mabvetſations itv/2eounmy 
like Holland, where there i3almoſt mo milled filver coin 'TH&G1d 
hammered money wisinotiweighedart the mint; as has bet ſaid 
piece by piece : it was: ſufficient that every marc of it anſwered to 
the legal denomination : under ſuch a regulation, it is very plain 
that there, muſt be many pieces above tha legal weight, as well as 
many pieces below it. Is it to be ſuppoſeũl that money. jobbert will 
not profit of that inequality by reducing the heavy pieces to their 
ſtandard weight, when by ſuch an action they cannot be convicted 
of any crime // This is one abuſe: i to ohm „ Nel ot 
„By reducing the heaynpioces-to/their legal weight, the currency 
is degraded, becauſe that which is, taken from theſe oughti tqcbe 
left to compenſate, w hat the light, pieces fall ſhort. The bank, 
therefore, by giving the remedy, gives a Kind of 8 
3 malxerſation. 1417 21299! 91d gU1IGY 2191 io „ 10 unn: Unis 25 
een a" „Fanber, if a mponeyjobber gets: ſome ſacs. aboye a 
= in Hol. weight, is it to be doubted but he will reduce them as near as he 
can to the lowelk weight received at the bank? And if he ſhould 
. miſlake, and reduce them too low, he has {till an expedient for 
: 10 — the public, which ſhall be mentioned preſenitly : 
The beſt fil- ,\ Now!lot' us ſuppoſe; that che ſpecie we tre tpeakinig'of is npon 
Holland is, am average; only z ouaces per ſae below the ſtandard. If de 0 
wege. 3 her more; this circumſtance does. grear Ronbur to the money-Jjob- 
n bers. Such a deſteiency, however) arriotthrs to Within a mere trie 
. e re dtan, Is not tis a l0ibTIo f- peta importance, on all 
tie ver ſpecie of Holland p cpuettly the remedy given by the 
od ö og οννν, e, t je, at 161: Us iokttrem 
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aurrend bank; iA Ant permiſſim given to everybody whotharade 

dreſs, to rob ſo much from all the weightpevito?: 0b vols ado Pos 

,;Nowllet us, by the wayohörrectiche former ehlculation we made From ich 

upon the proportion ei che metalic inſ the Dutch coins, We fait tin wn 0 5 - 2 
tua 


a bone. ockat 2>marcob m golddm riders cireubated for 3nd den be 
that the fame weight ob ditverrcireutateW/fortf 24g, which metals bn 
for the proportion 1 to 14.62 ;. durihere be ind that the mare of n 1 io 


hlver:bae loſt by fraud and weamniper cet ee 4479. 
bi\Nowthe mare i ſibven being {512d arcs; af they! have Hoſt 1 ge. 

#861 there wall remain tod gbatgse If dheſe/ 5o68.8 aces, there: 

forgs Circulata forfc25:574;5the'!fulb mne mat be worth in che 
coin as 83. it „noilugetea dont tobt: HOH ν,byͤ 1g 113. 

In order then to ſind the exact ꝓroportion of the metals in the 

Dusch gurreney, we mut. dine 25 f by 25.83. inftcad of-dividing 

by 23572; ase did when woe ſuppoſed ie ſiver of full weight 

Now 144 is 14.479. So the proportion is 48.1 0 74.4% the 

ſame, within a trifle, of that received im France: which is às 1 to 
1447: Butlif we attend to every coivcurnRtanee, We all find the 
proportion Mill lower than: die laſti Culculätiem makes it; for iti 
that, we have ſearchech for it qwitls' refpect! te che beſt᷑ ſilver fpecid 

in Holland; whereas we ought; in ſtrictneſs, td eulculate che gold. 
againſt a mixture of 3 of leſs valuable ſpecie, with: of the" good: 
burwhen: 3 cannot be drödgtit to PerfcRt Exttnels, . _ 
it is better not to attempt a Calculatio l.. 7 aan — 
Before I dea v the conſidoration of the inequality in the weight Another 
of i the Dutch currenay, :Lanutt take notice of another Hreumſtanet buſe in the 
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of conliderabls; mnphatancey:r 3d [edt did oidug 21 Ring Holland. 
ace payments mae Avon below t Cre ſubjoct co be fad ver 
weighed 3 Jany, angre thanywhat circulates without being. put: un germs 2 
in hagge. hat, refrain, thevefare, is love laid uon money job 
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low /. Goo, or throw it into the c on circulation. This circum- 


| tance preſents us then wich two forts of ſilver currency in Hol- 


land ; thar wh up; aad-weighty "wn mum 


not, and light. 


Reaſon of 
the great 
apparent 


ſcarcity in 


Holland of 
6lver coin. 


A paradox 
to. be re- 
olred. 


If we conſider the trade of Holland, and the arid) a 
tiry of payments made in current money, we ſhall find the quan- 
tity of ſilver which circulates in looſe pieces very ſmall, in pro- 
portion to that which is bagged up: the regulation therefore of 
weighing the bags is of infinite importance; and were it not for 
that, the currency would be debafed in a very ſhort time. But the 
caſhiers, who are the great depoſitaries of this currency, being 
obliged to deliver the bags of the legal weight, they are thereby 
reſtrained from tampering with it: and the bagging up, greatly 
preventing the wear, ſupports tolerably well the weight of this old 
currency of hammered money. | 

To people who do not attend to all theſe circumſtances, there 
appears a prodigious ſcarcity of filver currency in Holland. It is 
there as difficult to get change for ducats, as it is in England to 
get change for guineas; and yet, upon examination, we ſhall 
find, that the intrinſic value of the filver coin, commonly given in 
exchange for the gold ſpecies, is far below the value of the gold. 

Here then is a paradoxical appearance to be reſolved; to wit, 
How it can happen in trading nations, ſuch as England and Hol- 
land, that in the exchanging light ſilver coin for weighty gold 


coin, people ſhould be ſo unwilling to part with the filver, although 
really of leſs value than the gold. 


This is the caſe in both countries : thus it happens in England, 
where there is ſo little filver currency; and the cafe is the fame 
in Holland, where there is a vaſt deal. Let me therefore endeavour 
to account for theſe political phenomena. 

Since the ume I compoſed the former part of this i inquiry into 
the principles of money and coins, I have found, by the trials I 
made in Holland upon the weight of the Engliſh filver W 
that ſhillings are at preſent (1761) far below the weight of , of 

v» A pound 
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a pound. troy, which is hat / they caught / to bein order to make 
aof them equal in value to a ne guinea, according to the pre- 
ſent proportion of the metals. It is cherefore demanded. 
Imo, How it comes about that ſuch ſhillings do not n. the 
value of the Engliſh ſtandard below chat, of the gold? 7 
ade, Why are they ſo difficult-to obtain, in change even * new 
guineas, which are of more intrinſic value every where? And, 
atio, Why money+jobbers are 1 ready to _ them in 
exchange for new guinnes © on ont nt 
Theſe appearances ſeem intoidfulbrcniththe * above 
laid down; and a reaſon muſt n — do 
not operate their effect in this eaample. 


Ianſwer, that circumſtances are infnige, and lk anden be Ron 


attended to; and there are in che caſe before us ſeveral ſpecialities © 
not to be overlooked ; I ſLall therefore point them out, in n an- 
_ to the three queſtions, as they lie in order. 

As to the firſt, 1 anſwer, that theſe ſhillings are in fo ſmall a 
— in proportion to the gold ſpecies, that they cannot be 
employed in payments. Now it has been ſaid above, that exchange 
(in trade) regulates the value of the pound ſterling, and conſiders 
it as a determinate value, according to the combination of the in- 
trinſic worth of all the ſeveral currencies; in proportion at payments 
are made in one or the other. Now (generally ſpeaking) no commer- 
c:al obligations are acquitted in filver. I do not underſtand by the 
word payments, a few pounds ſterling ſent from farmers in the 
country, perhaps in payments of their rents to their landlords; 
nor what falls into the public offices, in the payment of taxes. It 
is trade alone, and the payment of bills of exchange between dif- 
ferent countries, which can aſcertain the true value of that 
currency in which mercantile payments are made. Were theſe 
worrr out ſhillings an ſuch plenty as to allo. bills af exchange to 
be acquitted in them, I make no dont but they wu fall be- 
low the value of the erf new guincas every oneswould. be 


glad to diſpoſe of them for ee of their cup 
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rency ; and guineas, then, would be as difficult to be got for ſil- 


ver, as ſilver is now to be had for guineas. This would bring the 


ſtandard ſtill lower thaa it is at preſent ; that is, below the value of 
the gold: but as payments cannot be made in ſhillings, their cur- 
rency cannot affect the ſtandard. | 

The ſecond queſtion is, Why they ſhould be ſo difncult to obtain 
in change for guineas, which are above their value ? 

I anſwer, that it is not the intrinſic worth of the light Ml 
lings which makes them valuable, and difficult to be got; but the 
utility they are of in ſmall circulation, forces people to part with 
their guineas for a leſs valuable currency. Theſe ſhillings I con- 
ſider (now) as marks, not as material money, fitted to a ſtandard. 


Every body knows the difference between marks or counters, and /pecie 


of intrinſic worth. The copper coin of moſt nations is marks, and paſ- 
ſes current, although it does not contain the intrinſic value of the 
denomination it carries; nor ought it to be a legal tender in pay- 


ments above a certain ſum. Such a regulation preferves its uſeful- 
neſs for ſmall circulation, and prevents it, at the ſame time, from 


debaſing the ſtandard, and involving in confuſion the ſpecific cur- 
rency (as I may call the gold and filver coins) when properly pro- 
portioned, and of juſt weight. _ 

But ſhillings in England, although they be at preſent in 2 man- 
ner no better than marks, becauſe of their lightneſs ; yet in the 
eye of the law they continue to be lawful money, and a legal ten- 
der in payments. It is. therefore of great conſequence that ſuch 


hillings be not in too great plenty. That would have been the 


caſe, had government come in to the plan propoſed for the coinage 


of ſhillings below the ſtandard ; ſuch ſhillings would have been 
coined abroad, and run in upon England, to the great detriment 


of the nation ; and although they had been proſcribed in payments, 
beyond a certain ſum, yet they would have been fo multiplied in 
{mall payments, as to have furniſhed a means of buying up the 
gold coin, and carrying it out of the country for an under-value. 


Whereas the worn ſhillings do nat produce that bad effect, from 


the 
1 


_ 
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the ſcarcity of them, and from the impoſſibility of imitating them 
in foreign mints *, | | 

The anſwer to the third queſtion, viz. Why money-jobbers are 
not always ready to give old ſhillings for new guineas? is eaſy, 
from what has been ſaid. They cannot pick them pp below the 
mean value of the currency; becauſe of the great demand there 
is for them in exchange for guineas ; therefore they can gain no- 
ching by providing them for that purpoſe. _ 

It comes next in order, to ſolve a ſimilar phænomenon in Hol. 
land, where there are great quantities of filver ſpecie, and yet one 
can hardly find change for a ducat, except in a ſhop, where one 
has occaſion'to buy ſomething. 

This myſtery is eaſily reſolved. The great quantities of ſilver in 
Holland conſiſt of what is put up in bags of due weight, accord- 


It is commonly believed that ſhillings are coined at Birmingham, and that govern- 
ment winks at the abuſe, becauſe of the great ſcarcity of ſilver in England. I find no 
foundation for this belief, after the inquiry I have made. 

In the firſt place, Mr. Hatris, who was the beſt aſſay- maker in Europe, told me, 
that a bag of thoſe ſhillings had been ſent to the mint by the Lords of the Treaſury, 
to be tried by him: that he had found them to be Engliſh ſtandard, to the moſt ſeru - 
pulous exactneſs: that he did not believe any ſuch correct aſſay could be made, except 
at the mint : that all the engravers of the mint declared ir was podle to imitate a 
worn ſhilling. 

The trials I myſelf made were of a different nature. I examined the fhillings with 
a magnifying glaſs ; and found almoſt every one different in the impreſſion, as well as 
in the weight. In ſome the back-part of the head was worn, in others the face : none, 
in ſhort, were worn perfectly alike. 

I put a handful of them into a coal fire; and wkiag them out when red-hot, and 
throwing them on the hearth, I plainly diſcovered, on many of them, ſome part of 
the arms of Great Britain appearing in the croſs upon the reverſe, in a different colour 
from the ground of the coin: in others indeed nothing could be ſeen : this was owing 
to the degree of wearing. How then can =y dye ſtrike an impreſſion upon a coin, 
which anſwets all theſe appearances ? 

I communicated to Mr. Harris the trials I had made, and he was perfeRtly ſatisfied, 
vpon the whole, that no old ſhilling had ever been counterfeited at Birmingham. 

O 2 ing 
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ing to the regulations mentioned above. This part of their cur- 
rency is about : per cent. better, in intrinſic value, than ducats at 
5 J. 5 fl. tale for tale; which is a ſufficient reaſon not to part with 
it, in change for ducats at that rate. But beſides this bagged up 
bank ſpecie, ' there are many other ſorts of ond. worn-out ms 
of unequal weight and fineneſs. { 
Theſe ſerve as marks for the ſmall ichen, ml are not a alegal 
tender in all payments; ſuch as foreign bills. What is the con- 
ſequence of this ? Since this old ſpecie carries denominations above 
its value, when compared with the bagged-bank-ſilver coin, it 
ſerves to buy up this good ſilver, when it falls into circulation; 
that is, it ſerves to buy up, or to exchange, florin pieces, which 
are, as I have ſaid, per cent. better than ducats at 5 f. 5 ,. Such 
good ſilver pieces are not very common in ordinary circulation; 
but as it frequently happens that people receive ſilver in ſacs, for 
their daily expence, who do not mind the difference of per cent. 
when they pay in this good money, it circulates for a little time, 
until it falls into the hands of thoſe who know it, and bag it up 
again. Thus it happens in Holland, from the diſorder of their 
coin, that you may be paid a million fitrling; if you pleaſe, in 
good ſilver coin; and * you find difficulty to procure filver for a 
ducat, in the lighteſt, iſeſt, and moſt auk ward pieces imaginable 
for reckoning. the bad 'confequences reſulting from chis dif- 
order, have been taken 1 notice of i in che proper end 
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INTRODUCTION. 


COME now to inquire into the principles of credit; ber 
already introduced in the 27th chapter of the ſecond book, 
where I examined the nature of circulation, and pointed out the 
principles, which direct a ſtateſman when and how to retard or 
accelerate its activity, according as the policical intereſts of his 


people may require. | 
In that chapter the object was, when and how either to extend or 


reſtrain the uſe of credit, according to political circumſtances; The' 
queſtion now comes to be, what that credit is; upon what it is 
founded; what the various ſpecies of it are; what the methods of 
eſtabliſhing and extending it, while in its infancy and vigour ; how” 
do ſuſtain it when overſtretched; and laſt of all, how to let it fall as 

gently as poſlible, when by no human prudence it can be ge : 


ſupported * a 
| Many 
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Many political writers in treating of credit, repreſent i it as * 
of a very myſterious nature; owing its eſtabliſhment to a confidence 
not eaſily accounted for, and n from the ſlighteſt unfa- 
vourable circumſtances. 

That credit, in its infancy, is of a very delicate nature, I willingly 
allow; as alſo that we have many examples which confirm the 
ſentiments of thoſe who believe it to contain, in itſelf, ſomething 
very myſterious : but this proves no more, than that, in ſuch caſes, | 
credit (as I conſider it, and as it will appear really to be) has not 
been properly eftabliſhed. The cauſe of confidence has Had no- 
thing in it but opinion, and when this is the caſe, credit is but a 
ſhadow ; a thin vapour, which may be diſſipated by the ſmalleſt 
breath of wind. 

They all agree that credit i is no more chan confidence, but they 
do not examine how that confidence is to be eſtabliſhed on a ſolid 
foundation. | 

The operations of credit are incompatible with the involved con- 
tracts of the law, and with the ſpirit of intricate land- ſecurities. 

The policy of ſuch contracts was analogous to the manners of the 
times which gave them birth. Trade is a late refinement, in moſt 
nations of Europe, and induſtry is ſtill a later: the beginnings of 
both are flow, imperceptible, and obſcure. The inſtruments by 
which chey are promoted, are the lower claſſes of a people; ſuch 
individuals appear to be of very ſmall conſequence; and yet it is 
by the accumulation of many ſmall things only, that this huge 
fabric is erected. 

To eſtabliſh that credit, which is neceſſary for carrying on o 
great a work, a ſtateſman muſt lend bis hand. He n muſt give a 
books: he muſt ſupport the weak againſt the firong: he muſt reform. 
the unwieldy procedure of courts of juſtice: he mull facilitate the 
ſale of property: he muſt eſtabliſh, che redibility 0 merchants 
books regularly kept: he muſt diſcourage e and ſupport fair 


dealing. 


When 
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When ſuch a plan is once eſtabliſned, conſidence will find a baſis 
in the property of every individual who profits by it. When it is 
not eſtabliſhed, credit will appear like a meteor: intelligent and 
crafty men will avail themſelves of it, and thereby dazzle the eyes 
of che public, with gilded ſchemes of opulence and proſperity: man- 
kind will fly to induſtry, confidence will be eſtabliſhed; but as 
there will be no method of determining the bounds of chat confi- 
dence, the promoters of the ſcheme will profit of the deluſion: 
confidence will vaniſh ; and the whole will: appear. to have been a 
myſtery, a dream. Is not this a repreſentation of many projects ſet 
on foot ſince the beginning of this century? What were the South 
Sea's and Miſſiſippi's, but an abuſe of confidence? Had ever the 
cauſe of confidence been examined into, would ever ſuch extrava- 
gant ideas have arrived at the height they did? TD 

Credit therefore muſt have a al not an imaginary object to ſup- 
port it; and although I allow that in all operations of mercantile 
credit, there muſt be ſomething left to chance and accident; yet 
that chance muſt bear a due pro to the extraordinary profits 
reaſonably to be expected from che Undertaking. g 

From this it appears, What an uſeful” "ſpeculation it is to inquire | 
properly into the nature of credit; ; 10 deduce with accuracy the 
principles upon which it is bounded; to baniſh myſtery from Plain in. 
reaſon; to ſhew how eve the "OR" fu Prizin, effect or F cke RY 
whether tending to the aUvangage, or to the ” kurt of rocket ſy | 
eaſily be accounted for ; and, which,” is the moſt uſeful of all, to 
point out how ſuch eſſects may be foreſeen, ſo as Either t to be 3 . 
proved or prevented. COPD 

In going through, e 0 extcntive a ; ſubject, a as a deduction of the 
principles of credit, method is very neceſſary ; ; and when a detail 


is long, ſybdivifions are very e 1 28 Wal this account, 
A © 1 
and 9, Jour 1 2 | 
| The e e apart de rinciples which regue . 
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The ſeeond, for the principles of banking; under which I ſhall 

have an en mn n _— denn domeſtic eir · 

culation. - ? ——— tf err th ley ent 

| ; The third, for thoſe ee nic 4s e ee}: ee 

1 lated for carrying on foreign circulation; and as to what regards 
debts, and the borrowing of money, - with all the conſequences 
which they draw along wan. them, theſe 2 del en 

| furniſh ample matter for 

I! | The fourth and lan pany which fall ce of the principles of 

E . public credit. "J3* 24 +4: «9% cf! TY 

| | "FROG e premiſe 1 proceed to we definition of credit, 
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0 H A P. L 
uus Credit is and on what founded. 


AREDIT 3 18 the e e W by him who fulfills 
A his fide of any contract, that the other contracting party ny 
cath make good his engagements. 

To illuſtrate this, we may ſay with the Lowers that as all con- 
tracts may be reduced under one of the following heads, Do ut det, 
do ut facias ; facio ut des, facio ut facias ; ſo he who actually gives or 
performs his part, 1s the creditor, or the perſon who gives credit ; 
and he who only promiſes to give or perform, is the debtor, or the 
perſon who receives it. . 

Credit, therefore, is no more thari a Wn fabliſhed dent be- 
tween men, in what relates to the fulfilling their engagements. 
This confidence muſt be ſupported by laws, and eſtabliſhed by 
manners. By laws, the execution of formal contracts may be en- 
forced: manners, alone, can introduce that entire confidence which 
is requiſite to form the ſpirit of a trading nation. 

Credit, in its infancy, muſt be ſupported by ſtatutes, and en- 
forced by penalties; but when it is once well: eftabliſhed, every 
| recourſe had to law, is found to wound the delicacy of its conſti- 
tution. For this reaſon we ſee, that in certain nations, the legi- 
ſlator wiſely excludes the ordinary courts of juſtice from extend- 
ing their rigid juriſdiction over mercantile engagements: they 
leave to the prudence and good faith of men verſed in commerce, 
to extricate the combinations which reſult from ſuch tranſactions z 
becauſe they are to be interpreted more according to the conſtant 

fluctuation of manners, than to the more — — nenen of 
poſitive law. 

The more the juriſdiction of the deen is unlimited 3 or in 


other words, the leſs the power of any ſoverciga is reſtrained, by 
VOL, U. P the 
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the laws and conſtitution of the ſtate he governs, the more it be- 
hoves him to avoid every ſtep of adminiſtration which can make 
his authority be felt in caſes where credit is concerned. If he ſhould 
happen, for example, to be a debtor himſelf, he muſt take good 
care never to appear in any other light to his creditor. The mo- 
ment he puts on the ſovereign, the ſame moment all confidence is 
loſt, For theſe reaſons, we have hitherto had few examples (I 
might perhaps have faid none at all) where credit has been found 
permanently ſolid, under a pure monarchy. 
- But we muſt obſerve, at the ſame time, that the ſtability of cre- 
dit is not incompatible with that form of government. At certain 
times, we have ſeen credit make a ſurpriſing progreſs in France; 
and it has never ſuffered any check in that ftare, but from acts of 
power, which I think have proceeded more from inadvertency, and 
want of knowledge, than from a deſign of defrauding creditors.. 
Theſe may be looked on as blunders in adminiftration ; becauſe 
they have conſtantly diſappointed the purpoſe for which they were 
intended. Let me prove this by ſome examples. 9 
The arret of 21 May 1720, (of which we ſhall give an account 
hereafter) deſtroyed in one day the whole fabric of credit, which 
had been erected in France during the courſe of three years; and 
_ which-in ſo ſhort a time had mounted to a height hardly credible. 
I ſay, that in one day this inadvertent ſtep (for no real injury was 
intended) deſtroyed the credit of 2697, og38, ooo livres of bank notes, 
(above 120 millions ſterling) and of 624, ooo actions of the Eaſt India 
company, which (reckoned at 5000 livres apiece, the price at which 
the company had laſt ſold them) amount to 3, 120, ooo, ooo livres, or 
above 140 millions ſterling. Thus at one blow, and in one day, 260 
millions ſterling of paper currency, payable to bearers, was ſtruck 
out of the circulation of France; by an uſeleſs and inadvertent act 
of power, which ruined the nation, and withered the hand which 
ſtruck it: an event too little underſtood, and too little remembered 
in chat kingdom. 1 | 


This 
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This plainly appears from their late conduct; for in the end of 
1759, at a time when the credit of France was in ſo flouriſhing a 
ſituation as to have enabled her to borrow, that very year, near 200 
millions of livres; and when there was a proſpect of being able 
to borrow, in the year following, a far greater ſum, the ſhutting 
up what they called their caſe d amortiſſement, for the ſake of with - 
holding 32 millions of livres intereſt due to the creditors, ſtruck all 
credit with foreigners dead in one inſtant, 

Theſe examples ſhew what fatal conſequences follow a micjudged 
exerciſe of power in matters of credit. 

On the other hand, the rapid progreſs of credit in France before 
the Miſlifippi, and the ſtability of it from 1726 to the year 1759, 
abundantly proves, that nothing is more compatible than monarchy 
and confidence. All that is wanting is the eſtabliſhment of one 
maxim in government; to wit, that the King's power is never to extend ſo 
far, as to alter the ſmalleſt article of ſuch ſtipulations as have been 
made with thoſe who have lent money for tÞ -. ſervice of the ſtate. 

Maxime in goverument bind the monarch and the legiſlature, as laws bind 
fubjefts and ſubordinate magiſtrates : the one and the other ought to be 
held inyiolable, fo far as they regard credit; or confidence will be 
precarious. 

What has ſupported the credit of Great Britain, but the maxim 
conſtantly adhered to, that the public faith pledged to her creditors 
is to be inviolable ? 

Does any one doubt, but the legiſlature of that nation may 
ſpunge out the public debts, with as much eaſe as a King of France ? 
But in the one kingdom, the whole nation muſt be conſulted as to 
the propriety of fuch a ſtep; iu the other, it may be done at the 
inſtigation of a ſingle perſan, ignorant of the conſequences: but I 
hope to make it appear, before the concluſion of this book, that it 
is impoſſible to form a ſuppoſition, when a ſtate can be benefited by 
dcliberately departing, for one moment, from the faith of her en- 
gagements. A national bankruptcy may (no doubt) happen, and 
become irreparable; but that muſt be when the ſtate is emerging 

+ from 
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from a ſignal calamity, after having been involved in ruinand con- 


fuſion. 

_ © Confidence; then, is the ſoul and eſſence of credit 211 r 

modification of it, we {hall conſtantly find it built on that baſis; 

but this confidence muſt have for its object a . 2. 
capacity in tha: debtor to. fulfil. his obligations. | 


CH A P.. IE. 


Of "the Nature of Obligations to be performed, in Conſequence "of C 
N - Gredit given. aro 


E have already ſaid, that all obligations contracted with - 
view to be performed in future time, conſiſt in doing or 
giving ſomething; in conſideration of ſomething done, or given. 

When actions only are ſtipulated in contracts, credit (in a ſtrict. 
acceptation of the term) is little conoerned; becauſe no adequate 
ſecurity can be given for performing an action: ſuch contracts ſtand 
wholly upon the willingneſs and capacity of acting, which depend 
more upon the perſon than upon the faculties of the debtor. To ſupply 
that defect, we ſee penalties uſually ſtipulated in ſuch caſes; which 
reduce thoſe contracts to an alternative rr of either doing 
or giving. 

We ſhall therefore throw out the n e of the firſt alto 
gether, as being foreign to our purpoſe; and adhere to the latter 
which is the true object of credit. Again, 

In all obligations to give any particular thing, there is conſtantly 
implied an alternative alſo; to wit, either the thing ſtipulated, or 
the value id quod mtereft, according to the lawyers) this muſt be 
relative to money; which is the common in of all things in — 
merce among men. | 
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Thus we have brought credit to the object under which we are 
to conſider it, viz. the obligation to pay money, either for value re- 
ceived, or for ſome confideration's feladivets the Parry Pet ran ny: 
be the juſt ground of a contract. 

Credit and debts: are therefore- inſeparable; and very property 
come to be examined together in this book. 

When money is to be paid at a diſtant period of dmep tue oblt - 
gation may either be, 1. for one preciſe; ſum ; or 2. for that ſum 
with intereſt, during the in between 5 and fulfilling 
the obligation. 

The lending of money without rntereſt, was very common, 
before the introduction of trade and induſtry. Money then was 
conſidered as a barren ſtock, incapable of producing fruit; and 
whenever the quantity of it, in any country, exceeded the uſes of 
circulation, the remainder was locked up in treaſures. In that light, . 
the exacting of intereſt for it appeared unreaſonable. 

Things are now changed: no money is ever locked up; and the 
regular payment of intereſt for it, when borrowed, is as eſſential to 
the obtaining of credit, as the confidence of being repaid the capi- 
tal. Theſe periodical payments are a conſtant corroboration of this 
confidence; ſo that it may be ſaid, with truth, that he who can 
give good ſecurity, to pay to perpetuity, a regular intereſt for mo- 
ney, will obtain credit for any ſum, although it ſhould appear evi- 
dent, that he never can be in a capacity to refund the capital. 

The reaſon of this may be gathered from the principles already 
deduced, and from the plan of our modern oeconomy. 

We have ſaid in the ſecond book, that the current money of a 
country is always in proportion to the trade, induſtry, conſumption; . 
and alienation, which regularly takes place in it; and when it hap- 
"pens that the money already in the country is not ſufficient for : 
carrying on theſe purpoſes, a part of the ſolid property, equal to 
the deficiency, may be melted down'.(as we have called it) and 
made to circulate in paper. That ſo ſoon again as this paper aug: 
ments * that proportion, a part of what was before in circus - 


lat. on, 
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lation, muſt return upon the dener in the Baer, and n 
Mew. 

— — is dend by woke By this term 
is meant, that the regorging paper, or that quantity of currency 
which à nation poſſeſſes over and abaye what is neceſſary for its cir- 

culation, muſt be turned into ſome ſhape whereby it may produce 
an income; for it is now a maxim, that no money is to be ſuffered 
to remain uſeleſs to the proprietor of it. 

When this regorging paper then comes upon the debtar in it, if bs 
ſhould pay the value of it in hard ſpecie, how would the condition 
of the creditor be improved | 

We ſuppoſe the credit of the paper equal to the credit of the coin 
within the country. We alfo ſuppoſe that the paper has fo ſtag- 
nated in the hands of the bearer, that he can neither lend it, or 
purchaſe with it any ſpecies of ſolid property, within the country, 
capable to produce an income: for if any way af diſpaſing it uſe- 
fully can be found, this circumſtance proves that circulation is not, 
at that time, fully ſtocked; canſequently, the money does not re- 
gorge. But let us ſuppoſe that it does regorge; then he muſt 
either oblige the debtor in the paper to pay in coin, and lock that 
up in his coffers, as was the caſe of old; or he muſt ſend his coin 
to other countries, where circulation is not fully flocked, and 
where an income may be bought with it. This conſtantly happens 
when circulation 1s either overſtocked, or when the quantity of it 
begins to diminiſh in a country. 

Let me next ſuppoſe, that in a country reaſonably ſtocked with 
money, a ſudden demand for it, far beyond the ordinary rate of 
circulation, ſhould occur: ſuppoſe a war to break out, which ab- 
ſorbs, in a ſhort time, more money than, perhaps, all the coin in a 
nation can realize. The tate im oſes a tax, which, let me ſuppole, 
may produce a ſum equal to the intereſt of the money required. Is 
it not very certain, that ſuch perſons who found a difficulty in 
placing their regorging capitals, will be better pleaſed to purchaſe 
a part of this annual intereſt, than te lend it to any perſon who 


might 
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might pay it back in a ſhort time; by which repayment the lender 
would again be thrown into the ſame inconvenience as before, of 
finding a proper out-let for it? This is a way of realizing ſuper- 
fluous money, more effectual than turning it into gold or filver. 
When I ſpeak, therefore, of realizing paper money, I underſtand 
either the converting it into gold and filver, which is the money of 
the world; or the placing of it in ſuch a way as to yours a pet- 
petual fund of annual intereſt. 
Were public borrowing, therefore, to work the effect of bringing 
the money in circulation below the proportion required for carry- 
ing on alienation, then an obligation to repay the capital would be 
neceſſary; and complaints would be heard againf the ſtate for nor 
paying off their debts; becauſe thereby the progreſs of induſtry 
would be prevented. But when the operations of credit are allowed 


to introduce a method of creating money anew, in proportion to 
tie demand of induſtry, then the ſtate has no occaſion to- pay back 


capitals ; and the public creditors enjoy far better conditions in 
their annual income, than if the capitals were refunded. 

Let me illuſtrate this by an example. 

We muſt take it for granted, that in every nation in Europe, there 
is a ſum in circulation equal to the alienation which goes on: 
actually at the time. We muſt alfo take it for granted, that the 
amount of all debts whatſoever, public and private, paying intereſt 
to the claſs of creditors, is & very great ſum: now let us ſuppoſe, 
that the claſs of debtors ſhould be enabled (no matter by what 
means) to pay off what they owe, in coin; would not, by rhe ſuppo- 
ficion, a ſum nearly equal to that coin immediately fall into ſtag- 
nation, and would it not be impoſſible to draw any income from it ? 
This was exactly the caſe of old. The coin far exceeded the uſes: 
of circulation, and flagnated in treaſures. Wars brought it out; 
becauſe then circulation augmented ; peace again cutting off theſe: . 
extraordinary demands, the coin ſtagnated again, and returned to 
the treaſures. 

What is the cafe at prefent? 


as 
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Money and coin are never found to ſurpaſs the uſes of circulation 
in commercial countries. When war comes, which demands an 
extraordinary ſupply, recourſe is had to borrowing upon intereſt; 
not to treaſures: and the deſire of purchaſing this intereſt, which 
we call an annuity, dra vs treaſures even from the enemies of thoſe 
nations who have the beſt credit. Again, at the end of a war, in 

place of an empty treaſure, as was the caſe of old, we find a huge 

ſum of public debts. As oeconomy filled the treaſury then, ſo oeco- 
_nomy muſt pay off the debts now. 

From what has been ſaid, it plainly appears, that intereſt is is now 
become ſo abſolutely eſſential to credit, that it may be conſidered 
as the principal requiſite, and baſis on which the whole fabric 
ſtands: we ſhall therefore begin by examining the origin and na- 
ture of intereſt, and alſo the principles which influence the rate, 
and regulate * fluctuations of i „ 


CHAP. III. 
Of the Intereft of Money. 


SHALL leave it to divines and caſuiſts to determine how far 
the exacting of intereſt for money is lawful, according to the 
principles of our religion. 

The Jews, by the laws of Moſes, were forbid to lend at intereſt to 
their brethren, but it was permitted to lend to ſtrangers. Deut. chap. 
xxiii. ver. 19, 20. This was one of the wiſeſt political inſtitutions 
to be met with in ſo remote antiquity, as we ſhall hereafter explain. 

In the primitive ages of chriſtianity, the lending at intereſt was 
certainly reputed to be unlawful on moſt occaſions. That ſpirit of 
charity, to all who were in want, was ſo warped in with the doctrine 

of our religion, that a borrower was conſtantly contfidered to be in 
that 
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 that'firuation. Trade was little known; trading men were gene- 
rally ill looked upon; and thoſe who deviated ſo far from the ſpirit 
of the times, as to think of accumulating wealth by the ale ar cheir 
money, commonly degenerated into uſurers. 

In the middle centuries, when 2 miſtaken zeal animated chriſti - 
anity with a moſt ungodly thirſt for the blood of infidels, the Jews 
were, in every nation in Europe, almoſt the only money lenders. 
This circumſtance ſtill more engaged the church to dart her thun- 
der againſt chis practice; and the loan upon intereſt never took root 
among chriſtians, until a ſpirit of trade and induſtry ſprung up in 
Italy in the time of the Lombards, and ſpread itſelf berg _ 
channel of the Hans-towns over ſeveral nations. 

Then the church began to open her eyes, and ſaw the expediency 
of introducing many modifications, to limit the general anathema 
againſt the whole claſs of money lenders. At one time it was de- 
clared lawful to lend at intereſt, when the capital ſhared any riſque 
in the hands of the borrower; at another, it was found allowable; 
when the capital was not demandable from the debtor, while he 
paid the intereſt: again, it was permitted, when the debtor was 
declared by ſentence of a judge, to be in mora in acquitting his 
obligation: at laſt, it was permitted on bills of exchange. In ſhort, 
in moſt Roman catholic countries, intereſt is now permitted in 
every caſe almoſt, except in obligations bearing a ſtipulation of in- 

tereſt for ſums demandable at any time after tlie term of payment; 
and it is as yet no where conſidered as eſſential to loan, or demand- 
able upon obligations payable on demand. 

Expediency and the good of ſociety (politically ſpeakiog) are the 
only rule for judging, when the loan upon intereſt ſhould be per- 
mitted, when forbid. While people borrowed only in order to pro- 
cure a circulating equivalent for providing their neceſſaries, until 
they could have time to diſpoſe of their effects ; and while there was 
ſeldom any certain profit to be made by the uſe of the money bor- 
rowed, by turning it into trade, it was very natural to conſider the 
lender in an unfavourable light; becauſe it was ſuppoſed that the 

VOL. II. 2 money, 
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- money, if not lent, muſt have remained locked up in his coffers. 
But at preſent, when we ſee ſo many people employed in providing 
ſtores of neceſſaries for others, which, without money, could nor 
be done; forbidding the loan upon intereſt, has the effect of lock- 
ing up the very inſtrument (money) which is neceflary for ſupply- 
ing the wants of the ſociety. The loan, therefore, upon intereſt, as 
ſociety now fands compoſed, is eſtabliſhed, not in favour of the lenders, 
but of the whole community; and taking the matter in this light, 
no one, I ſuppoſe, will pretend that what is beneficial to a whole 
ſociety ſhould. be forbid, becauſe of its being anne advan- 
tageous to ſome particular members of it. 

If it be then allowed, that the loan upon intereſt is a good ROT 
tical inſtitution, relative to the preſent ſituation of European ſocie- 
ties, the next queſtion is, to determine a proper ſtandard for it, ſo 
as to avoid the oppreſſion of uſurers, on one hand, and on the other, 
to allow ſuch a reaſonable profit to the lender, as may engage him 
to throw his money into circulation for the common advantage. 

This queſtion leads us directly to the examination of the prin- 
ciples which regulate the rate of intereſt ; and if we can diſcoyer 
a certain rule, ariſing from the nature of things, and from the 
principles of commerce, which may direct a ſtateſman how to 
eſtabliſh a proper regulation in that matter, we may decide with 
certainty concerning the exact limits, between unlawful and pinch- 
ming uſury, exacted by a vicious ſet of men, who profit of the diſ- 
treſs of individuals; and that reaſonable equivalent which men 
Have a right to expect for the uſe of their money, lent for carrying 
on the circulation of trade, and the employment of the lower claſſes 
of a people, who muſt ſubſiſt by their induſtry or labour. 
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6 GP." Iv. 
Of the Principles which regulate the Rate of Interef. 


E muſt now recal to mind the principles of demand and com- 

petition, ſo fully deduced in the ſecond book, in order to 
anſwer the following queſtion, viz. 

| What is the principle which regulates, at all times, the juſt and 
adequate rate of intereſt for money, in any particular ſtate? * 

I anſwer, That at all times, there is in every ſtate a certain num- 

ber of perſons who have occaſion to borrow money, and a certain 
number of perſons who defire to lend: there is alſo a certain ſum 
of money demanded by the borrowers, and a certain ſum offered 
to be lent. The borrowers deſire to fix the intereſt as low as they 
can; the lenders ſeek, from a like principle of ſelf-intereſt, to carry 
the rate of it as high as they can. 
From this combination of intereſts ariſes a double competition, 
which fluctuates between the two parties. If more is demanded to 
be borrowed, than there is found to be lent, the competition will 
take place among the borrowers. Such among them who have the 
moſt preſſing occaſion for money, will offer the higheſt intereſt, 
and will be preferred. If, on the contrary, the money to be lent 
exceeds the demand of the borrowers, the competition will be upon 
the other ſide. Such of the lenders, who have the moſt preſſing 
occaſion to draw an intereſt for their money, will offer it at the 
loweſt intereſt, and this offer will be accepted of. | 

I need not launch out into a repetition of what has been ſaid con- 
cerning the influence of double competition, in fixing the price of 
commodities : I ſuppoſe thoſe principles underſtood, and well 
retained, by thoſe who read this chapter; and confine myſelf here 
to what 1s peculiar to the demand for money. 


Q 2 The 
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the price of commodities is extremely fluctuating: they are all 
calculated for particular uſes ; money ſerves every purpoſe. Com- 
modities, though of the ſame kind, differ in goodneſs: money i- 
all, or ought to be all of the ſame value, relative to its denominations. 


Hence the price of money (Which is what, we exprefs by the term 


mntereſt) is ſuſceptible of a far greater Pay and mm than 
the price of any other thing. * 
We have ſhewn in the 28th chapter of the ſecond hook: in . 


mining the principles which regulate the prices of ſubſiſtence, that 


the only thing which can fix a ſtandard there, is frequent and 
familiar alienation. The ſame holds true of money. Were we to 
ſuppoſe a ſtate, where borrowing and lending are not common, 
and where the laws fix no determinate intereſt for money, it would 
hardly be poſſible to aſcertain the rate of 3 it at any time. This was 
the caſe of old. 

Before the reign of Henry VIII. of England, anno 1545, there was 
no ſtatute regulating the rate of intereſt in that kingdom, The rea- 
fon is very plain. In thoſe days there was little circulation, and 
the borrowing upon intereſt was conſidered as a mortal fin. The 
conſequence of this was, that uſurers, having nothing but con- 
ſcience to reſtrain them, carried the price of their money to a level 
with the preſſing occaſion of ſpendthrifts, while others, from friend- 
ſhip, lent for no intereſt at all. Henry fixed the rate of intereſt at 
10 per cent. and his cotemporary; Francis I. of France, anno 1522, 
(who was the firſt who borrowed money in a regular manner upon 
the tuwn-houſe of Paris) fixed the intereſt at the 12th penny, that 
is, at 85 per cent. 

In thoſe days, it was impoſſible ff for a ſtateſman to determine any: 
juſt rate for intereſt ; and accordingly we find hiſtory filled with the 
extortion of uſurers, on one hand, and the violence and injuſtice: 


of Princes and miniſters towards thoſe who had lent them money, 


on the other: was it then any wonder, that tending at intereſt was 
univerſally cried out againſt? It really produced very little good, 
and was the cauſe of manifold calamities to a ſtate. When the 

Prince: 
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Prince borrowed, it was when in the moſt urgent diftreſs: thoſe 
who lent to him, foreſaw the danger of being plundered if they 
refuſed, and of being defrauded as ſoon as the public diſtreſs was 
over: for this reaſon they exacted the moſt exorbitant intereſt: the 
conſequence was, that the people were loaded with the moſt grievous 
taxes, and the tax-gatherers were the Prince's creditors, to whom 
ſuch taxes were aſligned. 

In our days, trade, induſtry, aud a call fon money for ſuch pur- 
poſes, enable the borrower to enrich himſelf, to ſupply the wants 
of the ſtate, and to pay his intereſt regularly. 

If we compare the two ſituations, we ſhall find every diſadvan- 
tage attending the former, and every advantage connected with the 
latter. 

Without good faith We, is no credit; 8 credit there i is no 
Nas e of money, no trade, no induſtry, no circulation, no 
bread for the lower claſſes, no luxury, not even the conveniencies 
of life, for the rich. Under theſe circumſtances, there can be no 
rule for the rate of intereſt; becauſe borrowing cannot be frequent 
and familiar. 

In proportion, therefore, as s borrowing becomes frequent and 
familiar, the rule for fixing the rate of a legal intereſt becomes 
more practicable to a ſtateſman. | Let me take a ſtep farther. 

We have ſaid, that it is the fluctuation. of the double competition 
between borrowers and lenders, which occaſions the riſc and fall of 
the rate of intereſt ; I muſt now point out the principles which occa- 
ſion this fluctuation. 

Were the intereſts of trade and induftry ſo exactly eſtabliſhed, as 
to produce the ſame, profit on every branch, the money borrowed 
for carrying them on, would naturally be taken at the ſame rate; 
but this is not the caſe: ſome branches afford more, ſome leſs profit. 
In proportion, therefore, to. the advantages to. be reaped from bor- 
rowed money, the borrowers offer more or leſs for the uſe of it. 
Beſides the claſs of men who borrow in order to profit by the loan, 
there is another clafs, who borrow in arder to diſſipate. The firſt claſs, 

never 
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never can offer an intereſt which exceeds the proportion of their 


* 
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gains: the ſecond claſs, ſinding nothing but want of credit to limit 
their expence, become a prey to uſurers. Were it not then upon 
account of theſe laſt, there would be no occaſion for a ſtatute to 
regulate the rate of intereſt. The profits on trade would ſtrike an 
average among the induſtrious claſſes ; and that average would fall 
and riſe, in proportion to the flouriſhing or decay of commerce. 

Let us next examine the principles which prevent. the monied 

men from committing extortions, and which oblige them to lend 
their money for that rate of intereſt which is in proportion to the ; 
profits upon trade and induſtry. | 

In every country there is found a ſum of money (that is, of cir- 
culating value, no matter whether coin or paper) proportioned to 
the trade and induſtry of it. How this ſum is determined, and how 
it is made to augment and diminiſh in proportion to induſtry, we 
have already expl.ined in the 26th chapter of this ſecond book: we 
are now to examine ſome of the conſequences which reſult from 
the accidental ſtagnation of any part of it to the prejudice of aliena- 
tion ; and we muſt ſhew how the loan upon intereſt is the means of 
throwing it again into circulation. 

There are in every ſtate ſome who ſpend more, and ſome who 
ſpend leſs than their income. What is not ſpent muſt ſtagnate; or 
be lent to thofe who ſpend more than the produce of their own 
funds. Were the firſt claſs found ſo to preponderate, as to require 
more money to borrow than all that is to be lent, the conſequence 
would be, to prevent the borrowing of merchants ; to raiſe intereft 
ſo high as to extinguiſh trade; and to deſtroy induſtry ; and theſe 
reſources coming to fail, foreign commodities would be brought 
in, while exportation would be ſtopt, money would diſappear, and 
all would fall into decay. 

This, I believe, is a caſe which ſeldom happens; becauſe the riſe | 
of intereſt (as ſtates are now formed) has ſo much the effect of de- 
preciating the value of every ſpecies of ſolid property, that ſpend- 
thrifts are quickly ſtripped of them, by the growing accumulation 
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of that canker worm, intereſt; their ruin terrifies many from fol- 
lowing ſo hurtful an example, and their property falling into the 
hands of the other claſs, who ſpend leſs than their income; theſe 
new poſſeſſors introduce, by their example, a more frugal ſet of 
manners. This may be the caſe in countries where trade and in- 
duſtry have been introduced; and where the operations of credit 
have been able to draw a large quantity of ſolid property into cir- 
culation, according to the principles deduced in the chapter above 
referred to. But in nations of idleneſs, who circulate their coin 
only, and who are deprived of the reſource of credit, high intereſt 
prevents them from emerging out of their ſloth; the little trade 
they have, continues to produce great profits, which are incom- 
patible with foreign commerce: this may, indeed, make the coin 
they have circulate for home conſumption, but can bring nothing 
from abroad. | | 

On the other hand, when trade and induſtry flouriſh, and a 
monied intereſt is formed, in conſequence of melting down of ſolid 
property, and ſtill more when a ſtate ſeems to contract great debts, 
were te money lenders to attempt to raiſe the rate of intereſt to the 
ſtandard of the ſpendthrift, the demands of trade, &c. would ſoon 
be cut off: the ſtagnation would then ſwell fo faſt in their hands, 
that it would in a manner choak them, and in a little time intereſt 
would fall to nothing. Whereas by contenting themſelves with the 
ſtandard of trade, the largeſt ſupplies (provided for the borrowers) 
eaſily find a vent, without raiſing the rate of intereſt ſo high as to 
be hurtful to any intereſt within the ſtate. 

Add to this, that the advantage of realizing, into lands, fo un. 
ſtable a property as money, muſt naturally throw the proprietors 
of it into a competition for the lands which diſſipation brings to 
market; and ſo by railing the value of theſe, they, with their own 
hands, defeat the conſequences of the diſſipation of ſpendthrifts, 
and hurt their own intereſt, to wit, the riſe of the price of money. 
From a combination of theſe circumſtances, lenders become obliged 
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We have hitherto preſerved” our combinations as  irple ple 4s 6 hot 
üble. We have fu Sgeſted n no o extrinſic obſtacle to borrowih 
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lending. If money is to be lent, and if people are found w and 6 in- 


cline to borrow, we have taken it for granted, that circulation will 


go on; and that the ſtagnations in the hands of the lenders, will 
find a ready vent by the diſſipation of the other claſs: we muſt now 
take a ſtep farther. 


The ſpendthrifts muſt ave: credit! that. is, they muſt have it in 
their power to repay with intereſt what they have borrowed: any 
impediment to credit, has the effect either of diminiſhing the de- 
Fo for money, and conſequently of lowering the rate of intere 

5 f introducing 8 unlawful ufury., If we ſuppoſe the rate of 1 1 
re well EI Lan, and uſury prevented by a regular ES 
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of good laws, it is very certain, that a ſtateſman b hurtin ng t he 
credit of extravagant people, will keep the rate of intereſt WI 
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If, therefore, we find the laws of any country, in our days, de- 
fective in eſtabliſhing a facility in ſecuring money on ſolid properzy, 
while the rate of intereſt ſtands; higher than is conſiſtent wich the 
good of trade, and with public credit; y ſhould be low in finding 
fault wich ſuch a defect. The motives. of Rateſmen lie very deep; 
andi they are not always at liberty to explain them. An example of 
ſuch clogs upon credit are entails upon lands. on the want of pro: 


per regiſters for mortgages. b J A! cue e 


Did the diſtipatibn of landed n men tend to 8 foreign trade, 
fach Clogs would be pernicious: but if the tendency be to promote 
domeſtic luxury only, and thereby raiſe the price of labour and in- 


duſtry, the caſe is widely different / This obſervation is only bythe 
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row money, influences, not a little, the rate of intereſt in every mo- 


dern ſtate. 
Theſe are the general principles which, ariſing from things them- 


ſelves, without the interpoſition of a ſtateſman, tend to regulate the 
rate of . in commercial. nations. 


CHAP. V. 
Of the Regulation of Intereſt by Statute. 


ROM the principles deduced in the preceeding chapter, we 
have ſeen how, without the aid of any law, the intereſt of 
money, in a trading nation, becomes determined, from natural 
cauſes, and from the irreſiſtible effects of competition. | 

But as there is no country in the world ſo entirely given to com- 
merce, as not to contain great numbers of people, who are totally 
unacquainted with it, a regulation becomes neceſſary to reſtrain, 
on one hand, the frenzy of thoſe, who, liſtening to nothing but the 
violence of their paſſions, are willing to procure money at any rate 
for the gratification of them, let the political conſequences of their 
diſſipation prove ever ſo hurtful; and on the other, to protect thoſe 
who, from neceſſity, may be obliged to ſubmit to the heavy oppreſ· 
ſion of their uſurious creditors. | 

Laws reſtraining uſury, are directly calculated for the ſake of 
thoſe two claſſes, not engaged in commerce, and indirectly calcu- 
lated for commerce itſelf ; which otherwiſe LA receive a wound 
through their ſides. 

In entring upon the ſubject n in the title of this chap- 
ter, I think we may agree in this, that hitherto all regulations made 
concerning intereſt, have been calculated either for bringing it 
down, or for preventing its riſe. The diſtreſs which may come 
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Now if it be true, as Fthink it has been proved, Wears 
rations of demand and competition work irreſiſtible effects in de- 
tetmining the rate of intereſt in commercial Rates; the ſtateſman 
who is about to make 1 muſt keep theſe 3 
Aantly 3 in his eye. 

Tf we examine the writings of thoſe who have agent of chis F ab- 
ject with intelligence (among whom, I think, Child has a right to 
ſtand in the foremoſt rank) we ſhall find very little attention beſtowed 
upon that moſt neceſſary and ruling principle. ä 

He lays it down as an axiom, that low intereſt is the ſoul of edn 
in "wich he is certainly right; but he ſeems to think, that it is in 
the power of à legiſiature, iy flatute; to bring intereſt doum 20 that ee 
which is moſt advantageous to trade ; and in this 1 differ from him. 
muſt do him the juſtice to ſay, that he no where: directly 0 
that propoſition; but by ſuggeſting none of the inconveniences 
which may follow upon an arbitrary reduction of intereſt by ſtatute, 
he leaves his reader at liberty to _— that the N er af i it is 
ſolely in the hands of a ſtateſm n. 

It is very plain, from the hiſtory he has 9 af Si ſucceſſive 
rates of intereſt in England, from 10 to 6 per cent. that without the 
interpoſition of ſtatutes, ſuch diminutions would not, in that period, 
| Have taken place; from the principle of competition: but I am not 
ſo clear that, at this time, when trade is ſo well underſtood, and credit 
. {b generally eſtabliſhed in many nations of Europe, that MH like 
attimiriiſtrarion would work effects equally advantageous, - | 

It is with great diffidence I preſume to differ from Child.» Aron 
this ſubject; and I find a ſenſible ſatisfaction in perceiving that my 
* bring me ſo very near to his ſentiments on this matter. 

The ſtrong arguments in favour of Child's opinion, are grounded 
upon facts. He ſays, that when intereſt was brought. down by 
latte, anne 1625, From 10 to 8 oy ceut. that in-place of producing: 

any 
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any dad effect, in had, that of bringing it til lower immediately 
afterwards ; and the ſame thing happened, anne 1650, when, it was 
reduced a fecond time by ſtatute, from 8 to 6 per cent. at which rate 
it ſtood at the time he wrote. Theſe facts I give credit to, and ſhall 

| —ů— them, from the conſequences of ſudden revolutions. 

When a law is made for the reduction of intereſt, all debtors im · 
— profit by it. Upon this, the creditors muſt either ſubmit, 
or call in their capitals. If they ſubmit, land immediately riſes in 
its value. If chey call in their capitals, they muſt have an outlet 
for lending them out again, beyond the limits of the juriſdiction 
of the legiſlarure. Now this outlet was not then to be found; be- 
cauſe credit was no where well 2 except in Holland, where 
intereſt was ſtill lower. 50 ; 
They were, therefore, obliged to ſubmit, and thus intereſt 3 was 
violently brought down by ſtatute; and a great advantage reſulted 
from it to the commercial intereſts of England. | 

The ſubſequent fall of mn in the natural way, is ; thus eaſily 

accounted for. 10) ft TEL WITTE 

The conſequence of ant... — that the price of 
land roſe ſeveral years in purchaſe: the landed men, who had long 
groaned under the heavy intereſt of 10 per cent. finding their lands 
riſe from 12 years purchaſe to 15, upon reducing the intereſt to 8 
per cent. ſold off part of their lands; and cleared themſelves. The 
natural conſequence of this Was, to make money regorge in the 
hands of the monied men; to diminiſh the number of borrowers; 
and conſequently, to bring the rate of adtereſt ſtill lower. 

One ſudden revolution produces another. When intereſt is 
brought down: by ſtatute, the price of land muſt riſe by a jerk; and 
landed men will ſuddenly profit of the change in their favour. 
When it falls gently, by natural revolutions in the ſtate of demand, 
the effects are more infenſible : the ſharper ſighted only, profit of it 3. 
others) from expoctation of à ſtill groater riſe in the price of their 
lantl eg ne glett to fell in the proper paint of time; and may perhaps 
be diſappointed from anew fluctuation in favour of money. This 
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1762. I write in 1764. L 10 WOT OL 
- Theſe facts ſpeak ſtrongly in farbür orf Chile's opinion, that it is 
expedient to have recourſe directly to the ſtatute, whenever there is 
a proſpect of advanting the / intereſts of trade bed mend WE 
intereſt. © 1 161% I FLOLILYY 2409110 bes 110 151 101 

It is impoſſible to reply to matters of fact: all, eg 1 have 
to allege in favour of my own opinion, is, that it is more con- 
Gfteht with the very principles in which both Child and I agree; it 
ithplies no ſudden revolution, — m"_ ina ſhort time, op re the” 
ſame effect. ; 

The method of proceeding, according to my erer. is ; 
this. 

Since it is agreed on all hands, that low intereſt is the ſoul & 
trade, and the firmeſt baſis of public credit; that it riſes in propor- 
tion to the demand of borrowers, and ſinks in proportion as money 
is made to regorge in the hands of the monied intereſt; 

The ſtateſman ſhould ſet out by ſuch ſteps of adminiſtration as 
will diſcourage borrowing, in thoſe who employ their money in 
_ prodigality and diſſipation, as far as may be conſiſtent with the 
intcreſt of the lower claſſes employed in ſupplying home con- 
fumption, according to the LM: laid down in the ſecond book. 
He ſhould abſlain from borrowing himſelf, and even from creating 
new outlers for money, except from the moſt cogent motives. By. 
this he will, in a ſhort time, gently. reduce the, rate of intereſt. 
Then by ſtatute he may bring it down a little, but not ſo very low 
as the , foregoing operations may have reduced it; eg him- 
{elf with having: farther reſtricted the extent 'of the "ordinary 
tuations. LT. 

As for example: let us ſuppoſe intereſt limited by law to 5; per 
cent. and that by 755  beheyeths the Rate may be enabled to bor- 


to 


4 


. Caar/Yboud Of; POLE DICAGTOBCONOMYO . Bs 
to-landed men, in caſe a war hold ſuddenly gecabon a x5volution, 


in favour of money. dA iii l br 

The difference chen berween Child and ras, is, that I am more 
ſerupulous than he, in introducing reſtraint into political oeconomy 3, 
and my only, reaſon againſt applying the ſtatute, as he propoſes, is 
for fear of the immediate bad effects which might follow (in many 
ways impoſſible to be foreſeen) pon a ſudden and violent revo- 
lution, in a point ſo exceſſively delicate as public credit. 

In his days, credit was not ſo well eſtabliſhed, nor was it firerched, 

as at preſent : it was more accuſtomed to violent ſhocks, and could. 
Nees a rougher treatment, But in order to come the better 0a « 
thorough knowledge of this matter, let us examine into what might 
be the conſequence, if Great Britain ſhould, at this time, bring 
PRs by ſtatute, the rate of intereſt belaw the level of the flocks, which 


to be the. beſt rule of determining the preſent value of m mo- 
— Fu —__ this is alſo the beſt method of examining the expediency 


of Child's method of reducing intereſt, under the preſent come 
n e e circumſtances. SITE fo 1 1671 31 
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W HEN Great Britain borrows money upon the ah aich, 
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the rate of intereſt is always ſtipulated, and theſe ſtip 
muſt be religiouſly fulfilled, or credit will be at an end. 
The regulations chen propoſed to de made, muſt only refer to 8 
contracts of loan entred into by pri artjes. e 
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to bei then at 4 per cent. If the ſame flock falls to 89, them the value 
of money riſes to near 4: if the ſame ſtock riſes to 1 145 then the 
— tee 343 and ſo in proportix. 
According, — ATA found! to _ the * ne 
falls, and vice vera. is byHE 
Suppoſe, then, the price e en ten 4 per cent. Aach tur 
government ſhould paſs a law, forbidding any man to lend at above 
3 per cent. what would be the conſequence? This is exactly the 
.expedient propoſed by Child: money then was at 6 per cent. and he 
propoſes, by a law, to bring it, all at once, to 4, without alledging 
that money was then commonly got by private convention at fo low | 
à rate. 

Would not the conſequence be, that the creditors of private logs 
would demand their money, in order to get 4 per cent. in buying 
ſtock, and would not this additional demand for ſtocks make them 
riſe? I anſwer in the affirmative, unleſs money could be employed 
abroad, ſo as to produce at leaſt 4 per cent. to the lenders, free of all 
charge of commiſſion,” &c. If it could not, I have little doubt, but 
that money would ſoon fall to the legal intereſt of 3 per cent, land 
would riſe to 40 years purchaſe; and landed men would profit of 
the riſe, as Child ſays was the caſe in his time. The whole incon- 
venience would be limited to the immediate effects of the ſudden 
revolution; which would occaſion! ſo great a run upon the landed 
intoreſt, as to reduce them to an utter incapacity of anſwering it. 
This might be, in ſome meaſure, prevented, by a clauſe in the act, 
allowing a certain time for the liquidation of their debts. But who 
will pretend to foretell the immediate conſequences of ſo great a 
ſtagnation of credit, and borrowing on land ſecurity > The purſes 
of all monicd people, would, for fome time at leaſt, be faſt ſhut 
againſt their demand. What a ſhock again, would this be to all 
inland trade, what a diſcouragement to all the manufacturing inte- 
reſt, what diſtreſsc upon all ereditors for accounts furniſhed; ami 
upon thoſe Who ſupply daily wants] I think, even ſuppoſing that 
in a year or two, the — might come to diſappear; and'a 


notable 
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notable: advantage reſult, in the main, to the commercial intereſt of 
Great Britain, yet the diſtreſs in the interval might prove ſo hurtful, 
as to render it quite intolerable. The common people who live by 
the luxury of the rich, in the city af London, and who are conſtantly 
acted upon by the immediate feelings of preſent inconveniences, 
Wight loſe all patience; and being blown into a ferment, by the 


addreſs of the monied intereſt (whoſe condition would be made to 
fuffer by the ſcheme) might throw the Nate into confuſion, and 
impreſs the nation with a belief, that high intereſt for money, in 
* being hurtful, was eſſential to their proſperity. 

- have ſaid above, that ſuppoſing the money drawn from debtors, 
Er. not be placed abroad, free of all deductions, at a rate equal 
to the then value of money (ſuppoſed, for the ſake of an example, 
to be at 4 per cent.) that then money would fall to 3 per cent. and the 
ſtocks would riſe in proportion. | 

But let us ſuppoſe (what perhaps is r* matte Ss fact) thaw the 
extenſive operations of trade and credit, do actually fix an average 
for the price of ſtocks, from the value of money in other nations in 
Europe. Would nat then the conſequence. of bringing down the 
rate of legal intereſt, below that level, be, to ſend out of the king- 
dom all ihe money now circulating on pvivate ſecurity, real and 
perſonal? Would not this deſtroy: all private credit at one blow? 
Would it not have the eſſect of preventing, among individuals, the 
loan upon intereſt altogether ? What would become of the bank of 
England, and all other banks, wEoſe paper in circulation is all in 
the hands of private people? Is not every man who has a baak note, 
a creditor on the bank, and would not the ſame intereſt Which 
moves other creditors to exact their debts, under ſuch circumſtances, 
alſo move many holders of bank notes, to demand payment of 
them? Would not a run of that nature, only for a few weeks, 
throw the whole nation into the molt dreadful diſtreſs? May we not 
even ſuppoſe, that upon ſuch an occaſion, the monied intereſt ron 
a certainty of diſappuiiting the intention of government in making the luv) 
might form a combination among themſelves to lock up their 

| money, 
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money, even although it ſhould remain dead in their hands for a 
few months? What would become of the improvement of land ? 
Is there an induſtrious farmer anywhere to be met with, who does 
not borrow money, which he can fo profitably turn to account u 
His farm, even though he receives it at the Wirhen legal ned: 
Theſe and many more inconveniences might manifeſt themſelves, 
were government to force down the value of money, contrary to 
«the ordinary operations of demand and competition: and to 
purpoſe have recourie authority, when it is moſt certain. 
vit hout any ſuch expedient the fame end may be compailietta | 
If it be true, as I believe it is, that in ſtates where credit is ſo well 
eſtabliſned, that their funds or public debts are commonly nego- 
tiated abroad, there is an average fixed for the value of money by 
the operations of credit over the commercial world: and; if it be 
true, that no law can be framed ſo as to reſtrain mercantile people, 
and thoſe who make a trade of money, from turning it to the beſt 
account; then all that ſnould be propoſed by government, is, to pre- 
fervs the value of it at home, within that ſtandard. For which pur- 
poſe,” nothing more is neceſſary than to prevent the competition of 
the diſſipating claſs of inhabitants, from diſturbing the rate which 
commerce may eſtabliſh from time to time. This is accompliſhed 
by the methods above hinted at, and which in the next chapter 
fall be more largely inſiſtèd en. If, by prudent management, the 


\conventional- rate of intereſt, can thus be brought below the legal, 
then there will be no harm in diminiſhing the latter by ſtatute, not 


however quite ſ low as the- conventional ſtandard; but to leave a 
reaſonable latitude for gentle fluctuations above it. From what 1 
have faid, I ſtill think I had reaſon to object. to Child's plan for forc- 
ing down the intereſt by ſtatute: and had he lived at this time, 1 
am — we would have come into 5 opinion. | 
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co che GC thats hhgang hoard nor be 
conſtrued as an apology for the high intereſt of money. 
I entirely agree with Sir Joſiah Child, that low intereſt is the ſoul 
of trade; the moſt active principle for promoting induſtry, ' and 
the improvement of land; and a requiſtte, without which it is 
Hardly-poſſhble that foreign commerce can long be ſupported. - // 
+{ This propoſition I take to be at this time univerſally admitted to 
de true; and did there remain, concerning it, the veſtige of a 
doubt in the mind of any one, the writings of many, much more 
capable than I can pretend to be, and among the reſt the author juſt 
now cited, are ſufficiently capable to remove it. 1 ſhall not there- 
fore trouble my reader with a chapter upon that head, but only oh- 
ſerve, that the terms hig and le are conſtantly relative. Here the 
relation muſt be underſtood to regard other ſtates, becauſe when 
we ſpeak of a rate of intereſt, we are ſuppoſed o mean ſomething 
general in the country we are ſpeaking of: accordingly, if we 
corld ſuppoſe that, within the ſame ftate; the rate of intereſt ſnould 
be lower in one city than any where elſe, that circumſtance would 
give an advantage to that city in all its mercantile operations. 
I muſt farther obſerve, for the fake of connecting this part of 
our ſuhject with our general plan, that the low intereſt for money 
. eee to ſuch ne reer . 
coramerce. | „ 
— of induftry, a verde cows i a 
bliſhed, ir is very natural that the coin of the country ſhould be 
found in a great meaſure locked up in treaſures: high intereſt 
tends to bring it forth, and in that reſpect works a good effect. 
VOL I. 8 In 
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I proportion as alienation augments, money comes tobe mul - 
tiplied, by the melting down of ſolid property, as has been ex-. 
plained; and then the huſineſs of à ſtateſman is to contrive 4 5 
dients for bringing the rate of it as low as poſſible, in order to 
ſupport foreign trade, and to rival all neighbouring nations;-where - 
intereſt is higher. When foreign trade again comes to decline, 
from the multiplication of abuſes introduced by luxury, low in 
tereſt {till continues uſeful, for ſupporting public credit, ſa necef. 
fary for defending a nation againſt her enemies. ent 

If money conſiſted only in the precious metals, which'are not to 
be found in every country, but muſt be purchaſed with the pro- 
duce of induſtry, and brought from far; and if no other expedient - 
could be fallen upon to ſupply their place for the uſes of-circula- 
tion; then the poſſeſſors of theſe metals would in a manner be 
maſters to eſtabliſh: what rate of E hey Men fit for the 
uſe of them. ing? 
But if that be not the caſe, a if money can be nes paper, 
to the value of all the ſolid property of a nation, (ſo far as occa- 
ſion is found for it, by the owners of that property) the uſe of the 
metals comes to be in a manner reduced to- that of ſerving as a 
ſtandard, for aſcertaining the value of the denominations of mo- 
ney of accompt; perhaps for facilitating the circulation of er 
ſums, and for paying a balance of trade to other nations. 

When this is the caſe, a ſtateſman has it in his — Gt 
or diminiſh the extent of credit and paper money in circulation, by 
various expedients, which greatly influence the rate of intereſt. 
Ihe progreſs of credit has been very rapid ſince the beginning 
of this century. This has been almoſt entirely owing to the me- 
chanical combinations of trading men. Lawgivers have hitherto 
had but imperfect notions concerning the nature of it; and there 
Ajll remains, in the womb of nature, ſome mighty genius, born 
to govern a commercial nation, who alone will be able to fer it on 
its true principles. Let\ us in the mean time Tperalie Wer 
them. * JE 9 


6 ? We 


I.. OF POLETICAL OECONDMY, : 7A 836 


We have ſaid,/and every body eber falls in Noper- 
tion to the redundancy of money to be lent. 

Now what is this money but property, of one kind. or other, 
thrown into circulation? I ſpeak of trading nations, who are not 
confined to the quantity of their ſpecie alone. 

When a man of property wants money, does he not t 80 t to a 
bank, which lends upon mortgage, and by pledging his ſecurity, 
does he not receive money, which is in the ſame inſtant created for 
his uſe? Do not thoſe notes circulate as long as they are found ne- 
ceſſary for carrying on the affairs of the nation? thot is to ſay, 
the acoompts of debtors and creditors of all denominations; and 
as ſoon as the quantity of them exceeds that proportion, they ſtag- 

nate, and return on the debtors in them, (the bank) who is en- 

abled to realize them, becauſe the original ſecurity is ſtill in their 
hands, which was at firſt pledged when the notes were iſſued. This 
realization is commonly made in the metals; becauſe they are che 
money of the world: they are real and true riches, as much as 
land ; and they have this advantage over land, that they are tranſ- 
portable every Where. 

Now, does it not appear evident, that what 1 we have been de- 
ſcribing is a round about operation, which it is poſſible to ſhorten ? 


U beg of my reader, that he may attend to one thing; which is, 
chat I am not here treating of, or proppling 2_plan, but labouring 
in the deduction of principles in an intricate fubje. 2 
I ſay, when landed men go to ſuch a bank, and receive paper 
for a land ſecurity, that this operation may be ſhortened. 
Do not the, notes he gets ſtand (thaugh that is not expreſſed) 
upon the ſecurity of his land? Now, can any man aſſign any other 
reaſon but cuſtom, why his own notes, carrying expreſly in their 
boſom the ſame ſecurity, might not be iſſued, without his being 
abliged to interpoſe the bank between the public and himſelf : And 


for what dogs; he pay, that intereſt? * Not that he has gratuitouſly 


received any value from the bank; ; becauſe in his obligation he has 
given a full equivalent for the notes; but the obligation carries 
„ = WH intereſt, 
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intbreſt and the notes curry m. Why! Becauſe the one circu- 
lates like/ money, the other does not. For this advantage, there - 
fore, of circulatiorr, not for any — — doesathe ladies 
man pay intereſt to che Bank. GET SE. O egen 
Had landed men, and not e ne m6 
turning cheir property into ciremlation and had they been all: af- 
ſernbleck in one body with k legiſlative authority, I imagine ey 
would have had Wit enougli to "find out that aland bun- wi | 
thing practicable in its nature. : 01 $wnaib 

Zuppoſe they had agreed that all their'lands ſhouldbe tet hyiche 
acre, and that land property ſhould: 'be-eſteemed-#r a oertain num 
ber of years purchaſe, in proportion to the rate of intereſt at the 

time, where would be the great difficulty in paying in lands? “ 
mis is only a hint, to Which a hotſand objections may be made, 
as matters ſtand: all 1 fay, is, that chere is nothing here agiinlt” 
principles; and though there might, in every way fuch x Plan 
could be laid down, refult inconveniencies to the landed intereſt” 
yet ſtill theſe inconveniencies would Hardly connterbalance that of 
their being obliged to pay intereſt for every penny they borrow! «1-7 

1 is demanded, what advantage would reſfile to the nation from 
fuch A regulation! ee 9 RT: OO "LL vin 

1 anſwer, that by it all the borrowings Bs . would be 
fruck our of the competition at the money · market. The money 
intereſt alone would borro among themſelves for the purpoſes of 
trade; (for money d men do not borrow to ſquander) and landed 
men would vonſequently pay with their own paper, in every caſe, 
Diver now they borrow-in order to pay. Thus intereſt would be 

ated by the demands of trade, and the rate. of a-would'tioe 
be Aiftirbed by the competition of ſpendrhrifes; 

Who can {ay how far the conſequences of ſuch a fedeme: might 
reuch! Might not landed men begin in time to iſſue notes hy way 
of Joany at a very conſiderable intereſt? But 1 de notimline' 60 
carry my ſpeculations- father! Perhape what has been fad may 
appear ſufficiently aerial, - {i dbkgaTl vw bart 1145 Me AG) 
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3 — his on want of power, or of combination, pay 
Which is mere probable, from te oppoſition of the money d in- 
tereſt he moſt take other meaſures for firiking out, as much as 
pete anne - commpernion of ſpendehriſts at the money- market. | 
Emails, and4lame-ſecurities,, are good expedients 4 though they are 
—ꝓ— — His own frugal œο q 
in ſtate affairs will. 80 * es — . 
dients. | 4. 10 Kit: 
Did a nation enjoying peace, 8 ee perhaps; I49 
millions ſterling, begin by paying off but a per cent. of their capi - 
tal yearly, beſides the current intereſt ;- while no neighbouring ſtate 
was borrowing any; what would. intereſt fall to in a ſhort. time 
It may be anſwered, that the conſequence would be, to enrich other 
nations; becauſe the regorging money would be ſent abroad. Is 
any ſtate ever enriched by their borrowing? And in what does ſuch 
lending to foreigners differ from the nation's, paying off their = 
reign, creditors? Will not the return gf intereſt, from abroad cm- 
penſate, pro tanto, the ſums ſent. out for the, lixe purpoſe? ad 1:98: 
Bur if it be Haid, that. the confequence will be io enable cher 
nations to bring down their own rate of intereſt ; I allow it to be 
fo; and ſo much the, beuer, as Jong, as, it xemains proportionally 
lower with us; which. it amuſt do, as lang as we can lend, abroad, 
We have faid, and ꝶ believe with truth, that as credit is now err 
tended, a general average is ſtruck eyery where upon the value of 
money: conſequently, the lower; intereſt. is found abroad, the lower 
Rill it will ee e eee n ene 
ſubſiſt. lein um een ie TEL 1 AD * 39181. 
From this circumfiagce. of the Average en dhe rate gf gl, | 
the Durch ouſt, 1 think, have Jotthe, greas .3$dvantage they rod 
merly enjoyed, from. _ Jow pate. of; it in Holland, in proportion 
to their neighbours... 5 19106 36 gp mov e, £16 0 12 
In Child's time, 9 familiariy buxiog up, ſugars, in Lone, 
* above the price paid by Engliſh ſugar-bakers; and, notwith. 
| flanding | 


4% N NOT into TH PHH ES boot w-. 
flanehtig the däditional freight" and charges, they Brew riet by | 


their trade, while the others were hardly making any profit. 
he accounts for, from tlie Io rate of their intereſt. He ſuppoſes 
both Dutch and Engliſſi to have carried on this trade with borrowed 
money; for Which the firſt paid 3 pry rent. and the other 6 per ttt 
But at preſent; Were it. Poffible to get 6 per cent. for money in 
London, what Dutchman would lend his father a ſhilling at 3 per 
ben. The*Englith ſtocks are as currently bought and ſold, nay, 
all the ſtockjobbing tricks are practiſed with the ſame ſubtlety at 
Amſterdam as in Change-Alley : from wich I conclude, that a 
great part of the advantage of low intereſt is now loſt to that na- 
tion; and I conclude farther, that it is the common — ya all 
trading nations to bring it as low as poſſible everywhere. 
*Another cauſe of high intereſt proceeds from certain clogs ad 
upon circulation, which proceed merely from cuſtom and prejudice. 
Of this nature is the obligation of debtors to = in the metals, 
nothing but coin being a legal tender. 
The only foundation for ſuch a regulation was the precariouſneſs 
of credit in former times. Were all the circulating paper in a na- 
tion ſecured by law, ceither upon the lands or revenue of the 
country appropriated for that purpoſe, there could be no injuſtice 
or inconvenience in making paper (ſo ſecured) a legal tender in 
all payments. Again, how extraordinary muſt it appear to any 
reaſonable man, that the ſame paper which paſſes on one ſide of a 
river, ſhould not paſs on its oppoſite bank, though running 
through the ſame country ? 
"The reaſon indeed is very plain: the ſubaltern juriſdictions are 
different; and the debtors in the paper are different: but if the pa- 
per of both ſtood upon a ſecurity equally good, what is to hinder both 
to be received as a legal tender in all payments over the kingdom? 
Should not little private objects of proſit among bankers (who are 
the ſervants of the ſtate, and who are ſo well paid for their ſervice) 
be over. ruled, work the conſequences of their diſputes are found 
to 
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The only occafion hae coin is neceflary. in che liquidation, « 
paper, is for payment of the bala of trade with, foreign na- 
tions. Of this alſo, we ſhall treat more at large, when we come 
to the doctrine of exchange. But ſurely. nothing is ſo ill judged, 
as to create an imaginary balance within the ſame ſtate; or ra- 
ther, to permit money · jobbers to create it; at the expence of raiſing 
intereſt, and hurting trade, in the very places Rae. it. ſtands i in 

the greateſt need of encouragement. 

From theſe principles, and others whictr parally flow: fram 
mem, may a ſtateſman ſteer a very certain courſe, towards bring. - 
ing the rate of intereſt as low as the proſperity of trade requires, 
or the principles of double competition RAR. c and 
e will permi. „ bin hg 7 77 5 
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Gon | political writers are fond of every expedient to reduce - 
within a narrow compaſs many queſtions, which bein in- 
volved in intricate combinations, cannot be reduced to one Prin. | 
ciple. This throws them into what I call ſyſtems ; of which we 
have an example | in the queſtion now before | 7 
There is nothing more difficult than to determine when com- 
merce runs favourably, and when unfavourably for a nation. 
This would not be the caſe, were the rate of intereſt the juſt ba- 
rometer of it. T have found it however advanced, that nothing 
more. . 


* . 
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more is neceſſary to be known, in order to eſtimate che relative 
profits upon the foreign trade of two nations, than to compare the 


common rate of intereſt in both, and to decide the preference in 
favour of that nation where it is found to be loweſt. | 

We may fay of this propoſition, as of the courſe of exchange; 
the lowneſs of intereſt and exchange are both exceedingly favour- 
able to trade; but they are no adequate meaſure of the profits 
arifing from it. | 

The beſt argument in favour of this opinion with regard to in- 
tereſt is, that the nation which ſells the cheapeſt at foreign mar- 
kets is conſtantly preferred; and, conſequently, where the uſe of 
money is the loweſt, the merchant can ſell the cheapeſt. 

I anſwer, that this conſequence would be juſt, were all trade car- 
ried on with borrowed money, and were the difference of the price 
of the materials or firſt matter, the eaſe in procuring them; the 
promptitude of payments, the induſtry of the manufacturer, and 
his dexterity, reckoned for nothing. But ſuch advantages are fre- 
quently found in theſe articles, as to be more than ſufficient to 
counterbalance the additional intereſt which is paid for the money 
employed in trade. This is ſo true, that we ſee the dexterity alone 
of the workman (living in an expenſive capital, where the charge 
of living may be double of what it is in the country) enabling 
him to underſel] his competitors every where : the ſame may be 
true with regard to the other articles. Farther, how far is it nor 
from truth to ſay, that all trade is carried on with borrowed money? 
When the term 2rade here made uſe of, is properly underſtood, we 
ſhall ſee, that a very inconſiderable part of its object is carried on 
with borrowed money, in any country in Europe; and that part 
which as carried on with borrowed money is not ſo much clogged 
by the high rate of intereſt, as by want of punctuality in pay- 
ments. A merchant who can turn his money in three months, bor- 
rows as cheaply at 6 per cent. as another who turns his in fix 
months, when he borrows at 3 per ceur. 


The 
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- Lh#:0bjeS: of nde ist producevand: mannfagtwe· If any, ne 
fil caphlenhamtiycatthcomoaniderabeioregh 
ahehands;o6 Merchants, ang compare. this, with the money bor- 
rowed by farngers and manufacturers, in order to bring, them. 
waxket,; proportion will be yery (mall. n 10 k vein N 
uu Da we gatiſae every day. Mat ingenious workmen, who, obtain 
eredit for very ſmall ſums, axe ſoon enabled, by the means of 
their own induſtry, to produce a ſurprizing value in manyfac- 
tures i and net only to ſubſiſt, but to increaſe in riches? Ihe in- 
tereſt hey paꝝ for cha money boxrowed is inconßder able, hen 
compared with che ralye, created (as it were) by the proper * 
ployment of their time and talents. le 
I it be ſaid, that this is 4 Vague aſſertion, ſupported by, no 
proof ML anſwer, that ehe yalye of a man's work may be erte 
by the proportion between che manufacture when, brought t: o Mar- 
et, and the firſt matter, Nothing but the firſt matter, and. tl e in- 
dauere g ung cop cophdered as the objects of 
zomed, money; unleſs, we; 89,10 fax. as to eſtimate the nouriſhment, Als 
and qvery expence of abgmanutaRurer, and ſuppaſe that cheſe are 
alſo ſupplied from hogpwed money. ITo affirm, that, Kd 
turning arguments iv as ul Ait) Men lt 16 
he object,..aberefors, of ; borrowed money for carrying an. * 
trade, is more relative 40/the-merchant.thanito(themanufacturer. 
Borrowing is neceſſaty tor collecting all this product, and manu- 
facture into tbe hands of merchants. This, no douht, is very 
commonly the operatiqn of credit: antereſt of money. here, comes 
an, to indemniſ the giver of credit, for the uſę of his mgnęy 
but this intereſt is only. due from the time the baxrower pays thoſe 
from whom he collects, to the time he feceives payment from thaſe 
to whom he ſells. This interval, at is of the higheſt. importance 
to the merchant to ſhorten. In proportion as it is long, and. in 
proportion: to the rate of intereſt, he muſt raiſe his profits; and in 
proportion as payments are quiek and regular, and intereſt low, 
he may diminiſh them. Whether merchants do regulate their 


Vol. u. * profits, 
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profits, in all commercial nations, according to the exact propor- 
tion of the reſpective rates of intereſt, and promptitude of pay- 
ments among them; or whether theſe are determined by the cir- 
cumſtances of demand and competition in the ſeveral foreign mar- 
kets where the trade is carried on, I leave to merchants to deter- 


mine. All I ſhall remark is, that a well founded credit, and 


prompt payments, will do more ſervice to trade, than any advan- 
tage trading men can reap from the different rate of intereſt in 
different countries. 

It muſt not be concluded from this, that low intereſt is not: a 
very great advantage to trade ; all I contend e is, that it is. not 
the barometer of it. 

Another circumſtance which puts nations, in our 0 "NPY 
more on a level than they were in former times, I have already 
hinted at. It is that general average which the great loads of national 
debts, and the extenſion of credit, through the ſeveral nations of 
Europe, who pay annually large ſums of intereſt to their creditors, 
has eſtabliſhed. Let me ſuppoſe the Dutch, for example, to have 
fixed, by placard, the rate of their intereſt at 3 per cent. I ſay, that 
fo ſoon as the general average of intereſt comes to ſtand above that 
rate, from the price of public funds in England and France, we 
may ſafely conclude, that their trade cannot be carried on with 
any very conſiderable ſum of money borrowed at 3 per cent. The 
conſequence then muſt be, to ſend the money which regorges in 
the hands of the frugal Dutch, into other countries, where ut can 
produce a better return, excluſive of all expences of remitting and 
drawing. What the conſequences of this lending to. foreigners 
may be to Holland, ſhall be afterwards examined. 

To conclude ; I believe it wilt be found, that what has led ſome 
to believe that low intereſt is the barometer of commerce, has 
been owing to this ; that in ſome of the moſt commercial coun- 
tries and cities intereſt has been found to be lower than in great 
kingdoms : but that, I imagine, is entirely owing to the frugality 
of * —— Whych c cuts off the borrowing of the rich for 

the 
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the ſake of diſſipation. - When this is accompliſhed, trade alone 
t eing what abſorbs the ſtagnations of the frugal, the price of in- 
tereſt will fall to that rate which is the beſt proportioned to the 
profits upon it: but this alſo will be leſs and leſs the caſe every 
day, in proportion to the credit and circulation of public funds in 


different nations, 


CHAP. IX. 
Does not Intereſt fall in Proportion as mali increaſes ? 


ANSWER in the affirmative: providing it be ſuppoſed that diſ- 
ſipation does not increaſe in proportion to the wealth. Now 
in a general propoſition, ſuch as this which ſtands at the head of 
our chapter, that very neceſſary proviſo is not attended to, and 
thus people are led to error. It is the manners of a people, not 
their external circumſtances as to riches, which render them fru- 
gal or extravagant. What, therefore, depends upon the ſpirit of 
a people, cannot be MT her but in conſequence of a change of 
that ſpirit, 

If the rate of intereſt be high, from a taſte of diſſipation, let 
foreign trade throw in what loads of money it may, intereſt will 
ſtill ſtand high, until manners change. Every claſs of a people 
has their peculiar ſpirit. The frugal merchant will accumulate 
wealth, and the prodigal lord will borrow it. In this ſituation, 
internal circulation will be rapid, and lands will ſhift hands. 
If this' revolution ſhould prove a corrective to diſſipation, by veſt- 
ing property in thoſe who have contracted a firm habit of fru- 
gality, then an augmentation of wealth may ſink the rate of in- 
tereſt. But if, on the contrary, the laws and manners of the 
country do diſtinguiſh claſſes by their manner of living, and mode 
of expence, it is ten to one that the induſtrious and frugal mer. 
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chant will put on the prodigal gentleman, the moment he gets 
into a fine country ſeat, and hears himſelf called Your honour. 
In certain countries, the memory of paſt induſtry carries a dreg 
along with it, which nothing but expenſive living has power to 
purge away. 1 

Let this ſuffice at preſent upon the ſubject of intereſt: it is ſo 
connected with the doctrine of credit, that it will recur again at 
almoſt every ſtep as we go along. 


END or THE FIRST PART, 
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0 © K IV, 
OF CREDIT AND DEBTS. 


PART IL 
OF BANKS. 


SHA. EF 
Of the various Kinds of Credit. 


TX JE have already pointed out the nature of credit, which is 
confidence ; and we have deduced the principles which 
influence the rate of intereſt, the eſſential requiſite for its ſupport.. 
We come now to treat of domeſtic circulation; where we are to 
deduce the principles of banking. This is the great engine calcu- 
lated for carrying it on. es | 
That I may, with order, inveſtigate the many combinations we 
ſhall here meet with, I muſt point out wherein banks differ from 
one another in point of policy, as well as in the principle upon which: 
their credit is built. | 
If we confider them relative to their policy, I divide them into 
banks of circulation, and banks of depoſit. This every one under- 
ſtands, 1 
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If according to their principle, they are eſtabliſhed either on 7 


vate, or mercantile, or public credit. 

This laſt diviſion I muſt attend to in the diſtribution of what is to 
follow ; and therefore it is proper to ſet out by explaining what I 
underſtand by the terms I have here introduced. 

Ino, Private credit. This is eſtabliſhed upon a ſecurity, real or 
perſonal, of value ſufficient to make good the obligation of repay- 
ment both of capital and intereſt. This is the moſt ſolid of all. 

2do, Mercantile credit. This is eſtabliſhed upon the confidence 
the lender has, that the borrower, from his integrity and know- 
ledge in trade, may be able to replace the capital advanced, and the 
intereſt due during the advance, in terms of the agreement. This 
is the moſt precarious of all. 

3tio, Public credit. This is eftabliſhed upon the confidence re- 
poled in a ſtate, or body politic, who borrow money upon condition 
that the capital ſhall not be demandable ; but that a certain propor- 
tional part of the ſum ſhall be annually paid, either in lieu of inte- 
reſt, or in extinction of part of the capital; for the ſecurity of 
which, a permanent annual fund is appropriated, with a liberty, 
however, to the ſtate to liberate itſelf at pleaſure, upon repaying 
the wholc ; when nothing to the contrary is ſtipulated. 

The ſolidity of this ſpecies of credit depends upon circumſtances. 

The difference between the three kinds of credit lies more in the 
object of the confidence, and the nature of the ſecurity, than in the 
condition of the horrower. Either a private man, a merchant, or 
a ſtate, may pledge, for the ſecurity of a loan, a real or a moveable 
ſecurity, with an obligation to refund the capital. In this caſe, the 
obligation ſtands upon the ſolid baſis of private credit. 

Either a private man, a merchant, or a ſtate, may ſtrike out pro- 
jects which carry a favourable appearance of ſucceſs, and thereupon 
borrow conſiderable ſums of money, repayable with intereſt. In 
this caſe, the obligation ſtands upon a mercantile credit. 

Either a private man, a merchant, or a ſtate, may pledge (for the 
ſecurity of money borrowed) a perpetual annual income, the fund 

of 
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of which 3 is not their property, without any obligation to 8 the 
capital: ſuch obligations ſtand upon the principles of public credit. 
I allow there is a great reſemblance between the three ſpecies of 
credit here enumerated: there are however ſome characteriſtic di- | 
ferences between them. 
Imo In the. difficulty of eſtabliſhing and 5 them. 


Private credit is inſeparable, in ſome degree, from human ſociety. 
We find: it ſubſiſting in all ages: the ſecurity is palpable, and the 
principles on which it is built are ſimple and eaſy to be compre. - 
hended. Public credit is but a late invention: jit is the infant of com- 
merce, and of extenſive circulation. It has ſupplied the place of the 
treaſures of old, which were. conſtant and ready reſources to ſtateſ- 
menin caſes of public diſtreſs: the ſecurity isnot palpable, nor readily 
underſtood, by the multitude ; as it reſts upon the ſtability of cer- 
tain fundamental maxims of government. Mercantile credit is 
ſtill more difficult to eſtabliſh ; becauſe the ſecurity is the moſt pre- 
carious of any: it depends upon opinion and ſpeculation, more 
than upon a fund provided for repayment of either capital or intereſt. . 

2do, They differ in the nature of the ſecurity and object of conſi- 


dence. 

Private credit has a determinate object of confidence, viz. the 
real exiſtence of value in the hands of the debtor, ſufficient to ſatisfy 
both capital and intereſt. Public credit has the viſible ſecurity of a 
fund appropriated for the perpetual payment of the intereſt. Mer- 
cantile credit depends wholly upon the integrity, Capacity, and 
good fortune of the debtor. 

ztio, The third difference is with regard to the caſe of transfer. 


Public debts ſtand generally on the ſame bottom. No part of the 
ſame fund is better than another: the price of them is publicly 
known, and the ſecurities are laid in the moſt convenient way for 
transfer, that is, circulation, without conſent of the debtor. This 
is far from being the caſe in private ſecurities, Nor 1s it the caſe 


in the n e except in bills payable to order, in which caſe 
alone, 
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alone, the creditor can effectually transfer without- — 


the debtor. 
40, The fourth — is 1 in the ſtability of the con- 


fidence. 

Nothing can ſhake private credit, but an appearance of inſols. 
vency in the very debtor. But the bankruptcy of one conſiderable; 
merchant, will give a very great ſhock to mercantile credit over all 
Europe: and nothing will hurt public credit, ſo long as the ſlipu- 
lated intereſt continues regularly to be paid, and fo long as the: 


funds appropriated for that payment remain entire. 


From what has been ſaid, I hope the three ſpecies of nadie 1 
been ſufficiently explained; and from what is to fallow, We ſha 
feel the utility of this diſtribution. 


GH:AP..1L 


Of private Credit. 


RIVATE credit is either real, perſonal, or mixed. 

Real fecurity or credit, every body underſtands. It is the 
object of law, not of politics, to give an enumeration of its dif- 
ferent branches. By this term, we underſtand no more than the 
pledging an immoveable ſubject for the payment of a debt. As 
by a perſonal ſecurity we underſtand the engagement of the debtor's 
whole effects for the relief of his creditors. The mixed, I have 
found it neceſſary to ſuperadd, in order to explain with more fa- 
cility, the ſecurity of one ſpecies of banks. The notes iſſued by 
banks upon private credit, ſtand upon a mixed ſecurity: that is, 
both real and perſonal. , Perſonal, ſo far as they affect the banker, 
and the banking ſtock pledged for che ſecurity of the paper: and 
in che ſecond place, upon the ſecurities, real and perſonal, granted 

tO 
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to the banker for the notes he lends, which afterwards enter into 
circulation. 

The ruling eee in private credit, and the baſis on which it 
reſts, is the facility of converting, into money, the effects of the 
debtor; becauſe the capital and intereſt are conſtantly ſuppoſed to 
be demandable. The proper way, therefore, to ſupport this ſort of 
credit to the utmoſt, is to contrive a ready method of appretiating 
every ſubject affectable by debts; and ſecondly, of melting it down 
into ſymbolical or paper money. 

In former times, when circulation was confined, the ſcheme of 
melting down the property of debtors, for the payment of creditors, 
was impracticable ; and accordingly we ſee that capitals ſecured on 
land property were not demandable. This formed another ſpecies 
of credit, different from any we have mentioned ; which only dif- 
fered from public credit in this, that the ſolid property producing 
the income, was really in the hands of the debtor. This ſubdiviſion 
we have omitted, as its baſis reſts ſolely upon the regular payment 
of the intereſt. Of this nature are the contracts of conſtitution in 
France, and the old infeftments of annual rent in Scotland. There 
are few nations, I believe, in Europe, where a veſtige, at leaſt, of 
this kind of ſecurity does not remain. 

In order, then, to carry private credit to its greateſt extent, all 
entails upon lands ſhould be diſſolved ; all obligations ſhould be 
regularly recorded in public regiſters ; the value of all lands ſhould 
be aſcertained, the moment any ſecurity is granted upon them; 
and the ſtateſman ſhould interpoſe between parties, to accelerate 
the liquidation of all debts, in the fhoreg time, and at the leaſt 
ener poſſible. 

Although this method of proceeding be the moſt eſſectual to 
ſecure, and to extend private credit, yet it is not, at all times, ex- 
pedient to have recourſe to it; as we have abundantly explained in 
the 27th chapter of the ſecond book; and therefore I ſhall not here 
interrupt my ſubject with a ncedleſs repetition. 
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CHA P;. Il, 
Of Banks. 


N deducing the principles of banks, I ſhall do the beſt an 1 
F through the ſubject ſyſtematically. 

I have divided credit into three branches, private, mereantile, 
and public. This diſtribution will be of uſe on many occaſions,. 
and ſhall be followed as far as it will go, conſiſtently with perſpi- 
cuity : but as I have often obſerved of ſubjects of a complex nature, 
they cannot be brought under the influence of a few general prin- 
ciples, without running into the modern vice of forming fyſtems, 
Ly wire-drawing many relations in order to make chem anſwer. 

The great operations of domeſtic circulation are better diſ- 
covered by an examination of the principles upon which we find: 
banking eſtabliſhed, than by any other method I can contrive. It 
has been by inquiry into the nature of thoſe banks which are 
the moſt remarkable in Europe, that I have gathered the little 
knowledge I have of the theory of circulation. This induces me 
to think that the beſt way of communicating my thoughts on that 
- ſubject; is to lay down the reſult of my inquiries relative to the 
very object of them. 

After comparing the operations of diſſerent banks in promoting 
circulation, I find I can divide them, as to their policy, into t]n 
general claſſes, viz. thoſe which iſſue notes payable in coin to beurer; 
and thoſe which only transfer the credit written down in their books 
trom one perſon to another. y 

Thoſe which iſſue notes, I call banks of circulation; thoſe which 
transfer their credit, I call banks of depoſit. 

Both indeed may be called banks of circulation, becauſe by their 
means circulation is facilitated ; but as different terms ſerve to diſ- 
tinguith ideas difſerent in themſelves, thoſe I here employ, will an- 
{wer the purpole as well as any others, when once they are defined; 

and 
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and eireulation -undoubtedly reaps far greater advantages from 
banks which iſſue notes transferable every where, than from banks 
which only transfer their credit on the very ſpot where the books 
are kept. 

I ſhall, according to this diſtr * firſt explain the, principles 
upon which che banks of circulation are conſtituted and conducted, 
before I treat of the other. 

This will lead me to avail myſelf of the diviſion I have made of 
credit, into private, mercantile, and public: becauſe, according to 
the purpoſes for which a bank is eſtabliſhed, the ground of confi- 
dence, that is, the credit of the bank, is ſettled upon one or other 
of them. 

In countries where trade and induſtry are in their infancy, credit 

muſt be little known; and they who have ſolid property, ſind the 
greateſt diſſiculty in turning it into money, without which induſtry 
cannot be carried on, as we have abundantly explained in the 26th 
chapter of the ſecond book; and conſequently the whole plan of 
improvement is diſappointed. | 

Under ſuch circumſtances, it is proper to eſtabliſh a bank upon 
. the principles of private credit. This bank muſt iſſue notes upon 
land and other ſecurities, and the profits of it muſt ariſe from the 
. permanent intereſt. drawn for the money lent. 

Of this nature are the banks of Scotland. To them the i improve- 
ment of that country is entirely owing; and until they are gene- 
rally eſtabliſhed in other countries of Europe, where trade and in- 
duſtry are little Known, it will be very difficult to ſet thoſe great 
engines to work. 

Although I have repreſented this ſpecies of banks, which I ſhall 
call banks gf circulation upon mortgage, as peculiarly well adapted to 

countries where induſtry and trade are in their infancy, their uſe— 
fulneſs to all nations, who have upon an average a favourable ba— 

lance upon their trade, will ſuliciently appear upon an examina— 
tion of the principles upon which they are cllabliſhed. 
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Id is for this reaſon, 'that I have applied myſtif to redute to pritr- 
ciples all the operations of the Scotcli banks, While they were in 
the greateſt diſtreſs imaginable, from the heavy balance the country 
owed during the laſt years of the late war, and for ſome time 
after the peace in 1763. By this I flatter myſelf to do à particular 
ſervice to Scotland, as well as to ſuggeſt hints which mæy prove 
uſeful, not only to England, but to all commercial countries, who, 
by imitating this nem a Fw mn er eee 
are at preſent deprived, © n9b Adrd 10 
For theſe reaſons, IJ hope the detail I ſhall enter into witty regard 
to Scotland, will not appear tedious, both from the variety of cu- 
rious combinations it will contain, as alſo from the lights it will 
caſt upon the whole doctrine wa . ee Which is the anew 
object of our attention. 0 ode 

In countries where trade is eſtabliſhed, induſtry flouriſhing,/'eve. 
dit extenſive, circulation copious and rapid, as'in England, — 
upon mortgage, however uſeful they may prove for other purpoſes, 
would not anſwer the demands of the trade of London, and the 
ſervice of government, ſo well as the bank of England. ' ' 

The ruling principle of that bank, and the ground of their con- 
ſidence, is mercantile credit. The bank of England does not lend 
upon mortgage, nor perſonal ſecurity: their profits ariſe from diſ- 
counting bills; loans to government, upon the faithof taxes, to be 
paid within the year; and 0 the credit caſh et _ . . | 
with them. 

A bank ſuch as that of 1 cannot e be eſtabliſhed, 
except in a great wealthy mercantile city, here the accumulation 
of che ſmalleſt profits amount, at the end of the year, to very con- 
Giderable ſums. | 

In France, under the regency of the Duke of Orleans, there was 
a bank erected upon the principles of public credit. The ground 
of confidence there, and the only ſecurity. for all the paper they 


iſſued, were the funds e foo! the qr of-the mn 
of the public debts. 
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__lt:sdov the ſake of order and method, that i ꝓropoſe to explain 
however confeſs, that although I repreſent each of tiiem as having 
a cauſe of, confidence peculiar! to itſeif, to wit, either private, mer- 
cantile or public credĩt; yet we ſhall find a mixture of all the three: 
ſpecies of oredit entring into the combination of every one of them. 
Banking, in the age we live, is that branch of credit which beſt 
deſerves the attention of a ſtateſman. Upon the right eſtabliſnment 
of banks, depends the property of trade, and the equable courſe of 
circulation. By them * lid property may be melted down. By the 
means of banks, money may be conſtantly kept at a due proportion 
to alienation. If alienation increaſes, more property may be melted 
down. If it diminiſhes, the quantity of money ſtagnating, will be 
abſorbed by the bank, and part of the property formerly melted 
down in the ſecurities granted to them, will be, as it were, conſo- 
lidated anew. Theſe mult pay for the country the balance of their 
trade with foreign nations. Theſe keep the mints: at work; and it 
is by their means, Þrincipally, that private; mercantile, and public, 
credit, is ſupported. I can point out the, utility of banks in no way 
ſo ſtriking, as to recall to mind the furprizing effects of Mr. Law's 
bank, eſtabliſhed in France, at a time when there was neither mo- 
Bey or credit in the kingdom. The ſuperior. genius of that man 
produced, in two years time, the moſt ſurprizing eſſects imaginable, 
he revived induſtry; he eſtabliſhed confidence; and ſhewed to 
the n mn while the landed property of a nation is in ne 


. Solid property, have, | is not taken ia the ſtrifteſt acceptation. In countries of 
commerce, where banks are generally eſtabliſhed, every denomination of good per- 
ſonal ſecurity, may be conſidered as ſolid property. Thoſe who have perſonal eſtates 
may obtain credit from banks as well as landed men; becauſe theſe perſonal eſtates 
are ſecuted either on lands, or in the funds, or in effects which contain as real a value 
as lands, and theſe being affected by the ſecurities which the proprietors grant to the 
bank may uh us mach propriety 'be ſaid to he melted down, as if they conſiſted in 
lands. Ia ſubjecks of this nature, it is er e e 1 
__ to the circumſtances under which we reaſon. 10 
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hands of the inhabitants; and while the lower claſſes are willing 
to be induſtrious, money never can be wanting. I muſt now pro- 
ceed in order, towards the inveſtigation of the principles which 
- 4nfluence-this>intvicate and e PURE pa >: 


2 1981 165 


ONT TOTO £11 


+11 ghgognmy +. 
51 b | 4 21TONS REIESR: 
CH A P. IV. 015, n r 
Ine 

Of Banks of Circulation upum Mortgage or private Grate,” 
ANKS-of cireulation + upon 1 or private — are 
thoſewhich iſſue notes upon private ſecurity, payable to bearer 
on demand, in the current coin of the nation. They are conſtituted 
in the following manner. | 7 

A number of men of property join togetherin-a ö 3 
ing, either ratified or not by public authority according to circum- 
ſtances. For this purpoſe, they form a ſtock which may conſiſt 
indifferently of any ſpecies of, property. This fund is engaged to 
all the creditors of the company, as a ſecurity for the notes they 
propoſe to iſſue. So ſoon as confidence is eſtabliſhed with the pub- 
lic, they grant credits, or caſh accompts, upon good ſecurity; con- 
cerning which they make the proper regulations. In proportion 
to the notes iſſued in conſequence of thoſe credits, they provide a 
ſum of coin, ſuch as they judge to be ſufficient to anſwer ſuch notes 
as ſhall return upon them for payment. Nothing but experience 
can enable them to determine the proportion between the coin to 
be kept in their coffers, and tlie paper in circulation. This pro- 

portion even varies according to circumſtances, as we ſhall after- 
wards obſerve. TP 


The profits of the bank proceed from the intereſt, paid upon all 


the ſecurities which have been granted to it, in conſequence F fr w 
dits given, and which remain with it unretinged, 


ut 
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Out of hic muſtbe deduced, fixft;. the charge of management; 

ſneondly, the loſs of intereſt for all. the cin they preſerve in their 
coffers, as well as the expence they are put to in providing it; and; 
thirdly; the expence of tranſacting and paying all balances due to 
other nations. | 

In proportion, therefore, as the ena upon the bank cite 
exceeds.the loſs of intereſt on the coin in the bank, the expenge of 
management, and of providing funds abroad to pay balances, in: 
the ſame proportion is their profit; which they may either, divide, 
accumulate, ov employ, as they think fit. 

Let it be obſerved; that I do not conſider the original bank ſtock, 
or the intereſt ariſing from that, as any part of the profits of the: 
bank. So-far as regards the bank, it is their original property; and 
ſo far as regards the public, it ſerves for a collateral ſecurity to it, 
for the notes iſſued. It becomes a pledge, as it were, fon the faith- 
ful diſcharge of the truſt repoſed in the bank: without ſuch. a 
pledge, te public could have no ſecurity. to indemnify it, in caſe 
the bank ſtwuld iſſue notes for no permanent value received. This 
would be the cafe, if they thought fit to iſſue their paper either in 
payment of their own, private debts, for articles of preſent. con- 
fumption ; or in precarious trade. 

When paper is iſſued for no value IP the ſecurity of: ſuch 
paper ſtands alone upon the original capital of the bank, whereas 
when it is iſſued for value received, that value is the fecurity on 
which it immediately ſtands, and the bank flock is, properly e 
ing, only ſubſidiary. 

I have dwelt the longer upon this: cireumſtance, becauſe.many, 
who are unacquainted with che nature of banks, have a difficulty 
to comprehend how they thould ever be at a loſs for money, as 
they have a mint of their own, wllich requires nothing but paper 
and ink to create millions. But if they contider the principles of 
banking; they will find thar every note iſſued for value conſumed, 
in place of value received and preſerved. is neither more or leſs. 


than a partial ſpending either of their capital, or prolits on the 
| : bank. 
I 
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hank. Is net this; the effect af Lche-expence.cof their managr- 
ment: Is not this expence paitl in their notes: But᷑ did ever un 
body imagine that this. cexpence did not diminiſh the profits Uf 
banking! Conſequentiy ſuch expenet may exhauſt rheſe proſits, if 
carried far enough; and if carried ain farther, will diminiſli the 
capital of the banking ſtock. eit gr ba Re ein n 

As. a farther illuſtration of this: ie let e need an 10 
neſt man, intelligent, and eapable to undertake a bank. Lay that 
ſuch à perſon, without one ſhilling of ſtock, may carry on a bank 
of domeſtic circulation, to as good purpoſe as if he had a million; 
and his paper will be every bit as good as that of the bank of Eng- 
land. Every note he iſſues, is ſecured on good private ſecurity: 
that ſecurity carries intereſt to him, and ſtands good for the notes 
he has iſſued. Suppoſe then that after having iſſued for a million 
ſterling, all the notes ſhould return upon him in one day. Is it not 
plain, that they will ſind, with the honeſt banker, the original 
ſecurities, taken by him at the time he iſſued them; and is it not 
true, that he will have, belonging to himſelf, the intereſt received 
upon theſe ſecurities, while his notes were in circulation, except 
fo far as this intereſt has been ſpent in carrying on the buſineſs of 
his bank? Large bank ſtocks, therefore, ſerve only to eſtabliſh their 
credit; to ſecure the canfidence;of; the public, who cannot ſee into 
their adminiſtration; hut who-willingly believe, that men who 
have conſiderable property pledged in nnen. that good wy 
will not. probably deceive them. 

This ſlock is the more neceſſary, from the obligation of paying 
in the metals. Coin may be wanting, upon ſome occaſions, to men 
of the greateſt landed property. Is that any reaſon to ſuſpect their 
credit? Juſt fo of banks. The bank of England may be poſſeſſed of 
twenty millions ſterling of good eſſects, to wit, their capital; and. 
the ſecurities for all the notes they have iſſued; and yet that bank 


might be obliged to ſlop pay e un a ſudden ee m . 
millions of coin. | 


Runs 


ignorance the greateſt part of men are in, with regard to the ſtate 
eee, muh HRFUd their trade is 
carried. on. 

” roms wither has bran; eh; we a that the ſolidity of 
a. bank which lends upon private ſecurity, does not ſo much depend 
upon the extent of their original capital, as upon the regulations 
they obſerve in granting credit. In this the public is nearly inte- 
reſted ; becauſe the bank ſecurities are really taken for the public, 
who are creditors upon it in virtue of the — circulate 
through their hands. | 


CHAP. v. 


5 Bens ; uh to Ea their Note on Hun. not 22 
| Groans... 2 7nd £960 | 


kr me, ee dam agen aſa of two bankers ; 
one iſſues his notes upon the beſt real or perſonal ſecurity ; 
another gives credit to merchants and manufacturers, upon the prin- 
eiples of mercantile credit, which we have explained above; the notes 
ot the one and the other enter into circulation, and the queftion comes 
to be, which are the beſt? If we judge by the regularity of the 
payment of notes on preſentation, perhaps the one are as readily 
paid as the other. If we judge by the ſtock of the two bankers, . 
perhaps they may be equal, both in, value and ſolidity; but it is not 

upon either of theſe circumſtances that the queſtion depends. The 
notes in circulation may far exceed the amount of the largeſt bank 
ftock ; and therefore, it is not on the original ſtock; but on the 
tecurities taken at iſſuing the notes, that the ſolidity of the two 
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currencies is to be eftimated. Thoſe ſecured on private credit, are 
as ſolid as lands and perfonal eſtates; they ſtarm upon the prim · 
ciples of private credit. Thoſe ſecured on the ohligarions of mer- 
chants and manufacturers, depending upon the ſuccoſs of their 
trade, are good or bad in proportion. Every bankruptoy af one 
of their debtors, involves the bank, and carries off either a part of 
their profits, or of their ſtock. Which way, therefore, can che pub- 
lic judge of the affairs of bankers, except by attending to the nature 


ae ivies ur which they give credit *. 11 vom ON 
| Ly pris vw ,aonsitdut 
£21 ino 2M 
— 85 1 III 21's 
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Uſe of /ubaltern Bankers — Exchangers. 

Nie 7 8 1110 

ERE ine bourted 3 banks is 8 

tiply circulation, and to furniſh the iaduſtrious wich the 

means of carrying on their traffic: that if banks infiſt upon the 

moſt ſolid ſureties before they give credit, the great utility of them 

muſt ceafe; becauſe merchants and manufacturers are never in a 
ſiruation to obtain credit upon ſuch terrunnss˖⸗ 


This argument only proves, that banks are not, alone, ſufficient 
for carrying on every branch of circulation. A truth which no 
body will contravert. But as they are of uſe in carrying on the 
great branches of circulation, it is proper to prevent them from 
engaging in ſchemes/ which may deſtroy their credit altogether; / 


} 


lt muſt be obſerved, that in this example, the banker who iſſues his notes upon 
mercantile ſecurity, is ſuppoſed to grant a permanent loan to the merchant or manu- 
faQurer, as he would do to thoſe who pledge a petſönal fecurſty. This is tot My 
repugnant to the principle of banks ſecured on tnercantile credit. Such bafks neber 
grant loans for indefinite 'deration, upoh any ſecurity Mhütſocvef. They will not ever 
diſcount a bill of exchange, when it has above two months to run. 


I 8 
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Lhare obſerved above, that this method of iſſuing notes upon 
private ſecurity, Was peculiarly well adapted to COUNTIES: hs! edn 
land; where trade and induſtry are in their infancy. 

Merchants and manufacturers there, have conſtant kn far 
money or eredit; and at the ſame time, they cannot be ſuppoſed 
to have either real or perſonal eſtates to pledge, in order to obtain 
a loan directly from the banks, who ne A upon no ache 
ſecurity. 

. To remove that difficulty, we find a fer of — men ot 
ſubſtance, who. obtain from the banks very extenſive credits upon 
the joint real and perſonal ſecurity of themſelves and friends. With 
this aſſiſtance from the bank, and with money borrowed from pri- 
vate people, repayable on demand, ſomething below the common 
rate of intereſt, they ſupport the trade of Scotland, by giving cre- 
dit to the merchants and manufacturers. 

To this ſet of men, therefore, are banks of circulation upon 
mortgage to leave that particular branch of buſineſs. It is their 
duty, it is the intereſt of the country, and no leſs that of 
that they be ſupported in fo uſeful a trade; a trade which animat 
all the commerce and manufactures of Scotland, and which con- 
ſequently promotes the circulation ane very notes _ KR 
the profits of the banles do ariſmsg... it 

Theſe merchants are ſettled: in all the 1 — 
they are well acquainted with tlie Rock, capacity, induſtry, and 
integrity of all the dealers in their diſtrict: they are many; and by 
this are able to go through all the detail which their buſineſs 
ruquires 1 and their proſits, as we ſhall ſee preſently, are greater 
than thoſe of banks, ho lend at a ſtated intereſt. | 

The common denomination by which they are called in Scotland, 
is that of bankers; but to avoid their being confounded with 
bankers in England (whoſe buſineſs is very different) we ſhall, 
while we are treating of the doctrine of banks, call them by the 
name of ,cxchangers, ſince their trade is, principally carried on by 
bills of exchange. 


* 
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As often as theſe exchangers give credit to dealers in any way, 
they conſtantly ſtate a commiſſion of per cent. or more, accord- 
ing to circumſtances, q r ani above the intereſt of their ad- 
vance- profits, which greatly ſurpaſs thofe of any bank. One thou; 
ſand pounds credit given · by a bank, may not produce ten pound 
| in a year for intereſt: if given by a banker, to a merchant, who. 
draws it out, and replaces it forty times in a year, there will ariſe 
wren ka commiſſion: of, 20 per cent. or 200 IJ. And II a | 

- This ſet of men are expoſed to riſks and loſles, hich they, be 
without complaint, becauſe; of their great Jon ; 9 8 andi 
à detail, which no bank can deſcend todo 1103 171 

Theſe exchangers give way, from time to time; pat notefient 
tial hurt is thereby occaſioned to national credit. The loſs, falls, 
upon thoſe who lend to them, or truſt them with their money, 
upon precarious ſccurity ; and upon merchants, who lay their 3g. 
count with ſuch riſks, In a word, they are a kind of Anſurers, 
and draw premiums in proportion to their riſks, = xs 3, 
| To this ſet of men, therefore, it ſhould; be left to give credit $a 
merchants, as the credit they give is purely mercantile and tg 
banks alone, who give credit on good private ſecurity, at ſhould * 
left to conduct the great national circulation, which ought. ta 
ſtand upon the ſolid principles of private FH: 9 oor 

From this example we may diſcoyer the juſtneſs of the be Gülle 
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N all banks of deus upon enge hs obligation in tue 
oflote is to pay in coin, upon demand: and in the famous book 
of M THw/there-was a very neceſſury clauſe added; to wit, that 
the coin was to be of the ſame'weight, ſineneſs, and denomination, 
as M tlie date of the note. This was done, in order to prevent the 
inbonveniencies which might reſult to either party, by an arbi- 
try raiſing or ſinking the denominations of the oon; a n 
then very familiar in Francte: WWW oo og Gong 
tts obligation to pay in coin, owes its origin to the! — ſtare 
of credit in Europe at the time hen banks firſt began to be in- 
{ibFaced ; and it is not likely that any other expedient will ſobn 
be Hiifen upon to remove the incinveniences which reſult from 
it in domeſtic circulation, as long as the generality of gy on- 
ider all money, except cbin, to be Falſe and ſictitious. 


Fo 1 have already thrown” out abundance of hints, from which it 


may ay be gathered, that coin is hot abſ6thutely nebeſſary for carrying 
on domeſtic circulation, and more will be ſaid on that ſubject, as 
we go along. But 1 am Here to examine the nature and conſe- 


quences of this obligation contracted by banks, to diſcharge their 
notes in the current coin of the country. 


In the firſt place, it is plain, that no coin is ever (except in very 
particular caſes) carried to a bank, in order to procure notes. The 
greateſt part of notes iſſue from the banks, of which we are treat- 
ing, either in conſequence of a loan, or of a credit given by the 
bank, to ſuch as can give ſecurity for them. The loan is made in 
their own notes; which are quickly thrown back into circulation 

2 by 
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by the borrower 3 no borrowed, becauſe he had occaſion to pay 
chem away. In like manner, when a credit is given, the bank 
pays (in her notes) the orders ſhe receives from the perſon who 
has the * in this manner a are notes compare 0 YONGE from 4 
bank. 1 s che 2h 0 os tc 

Coin, * comes to a bank, in Ke common colts of OR 
tion, by payments made to it, either for the intereſt upon their 
loans, or when merchants and landed men throw the payments 
made to them into the bank, towards filling up their credits; and 
by way of a ſafe depoſit for their money. Thete payments ae 
made to the bank in the ordinary circulation of the country. When 
there is a conſiderable proportion of coin in circulation, then the 
bank receives much coin; and when chere is little, they receive 
little. Whatever they receive is laid by to anſwer notes which are 
offered for payment; but whenever a draught is made upon them 
for the money thrown in as above, they pay in paper. 

As we are here ſearching after the principles, not after facts, it 
is out of our way to inquire what may be the real proportion of coin 
preſerved by banks of circulation, for anſwering the demand for it. 

Mr. Megens, a very knowing man, and a very judicious author, 
lately dead, who has writ a ſmall treatiſe in the German tongue, 
tranſlated into Engliſh, under the title 'of The U uiderſal Merchant, 
delivers his jentiments concerning the proportion of coin preſerved 
in the bank of England, which 1 ſhall here tranſcribe i in the tran- 
{lator's words, Sect. 60. 

The bank of England conſiſts of two ſorts of creditors, the one of 
chat ſet of men, who, in King William's time, when money was 
{ſcarce and dear, lent the public 1,200,000 pounds, at 8 per cent. inte- 
reſt, and 4000 pounds were allowed them for charges, 'amounting 
in whole to 100,000 pounds a year, an excluſive right of banking 
as a corporation for 13 years, under the denomination, of rhe pro- 
prietors of the bank; and which, for obtaining prolongation of 
their privileges, has been ſince increaſed by farther loans to the 
public at a leſs intereſt, to near the ſum of 11,000,000 pounds, which 

| if 
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if we-compute the intexeſt at 3 per cent. (as what they have mare on 
ſome: part anſwers incident charges) it produces 330, oo pounds a 
year; and as they divide annually 5 per cent. to their proprietors, 
which is. 550,000, pounds, it is evident that they make a yearly proſit 
of 220,000 pounds, out of the money of the people who keep caſh with them, 
and theſe are the other fort of creditars; and as for what money 
the bank lends to the government, they have for the moſt part but 
3 ger cent, intereſt, I conclude that the credit caſh they have in their 
hangs may amount to 11,000,000 pounds, and thereout is employed, 
in loans 49. the government, diſcounting of bills, and in buying, 
gold and ſilver 7,333,333 pounds, which at 3 per cent. intereſt or 
profit, will amount to the above 220,000 pounds, and remains. 
3,666,666; pounds in caſh, ſufficient for circulation and current, 
payments. And experience has evinced, that whenever any miſ-, 
truſt has occaſioned any run upon the bank for any continuance, 
and the people not finding the treaſure ſo foon exhauſted as they 
ſurmiſed, it flowed in again faſter on the one hand than it was 
drawn out on the other. 

This, gentleman lived long i in n England. He was very intelligent 
in matters relating to commerce; and his authority may, I believe, 
be relied on as much as on any other, except that of the bank itſelf; 
which, it would appear, has ſome incerelt i in Kceping thoſe W 
a ſecret. | 

We ſee by his. account,” that the bank of England keeps in coin 
of the value of all their notes in circulation. With this quantity, 
boſipeks is carried on with great ſmoothneſs, owing to the prof perity = 
of that kingdom, which ſeldom owes any ee balance to. 
other nations. 

But, the conſequence of the obligation to pay in coin, is, thac. 
when the nation comes to owe a balance, the notes which the 
bank had iſſued to ſupport domeſ. ic circulation n, come upon ĩ it 
for payment of a foreign balance; and, thereby t the coin which 3 ic 
ad e 6 tor home Nene al. 1s, drawn out. 4 
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It is this circumſtance, above all others, which diſtrefles banks 
of circulation. Were it not for this, the obligation to pay in coin 
might eaſily be diſcharged; but whenlin virtue of this pure obli- 
gation, a heavy national balance is demanded of the bank, which 
has only made proviſion for the current and ordinary denmark at 
home, it requires a little ä— wand to find ew at once, an 1 
| remedy.” #03 mc M1107) 27h: « 
This combination we e ſhall in the following 88 entlea 
to unfold: it is by far the moſt intricate, and at che ſame time the 
moſt important in the whole doctrine of banks of circulation; 

Another inconvenience reſulting from this obligation to pay in 
coin, we have explained in the third book. It is, that the confuſion 
of the Engliſh coin, and the lightneſs of a great part of it, obliges 
the bank of England to purchaſe the metals at a price far above 
that which they can draw back for them after they are coined. We 
have there ſhewn the great profit that might be made in melting 
down and exporting the heavy ſpecies. This profit turns out a real 
loſs to the bank of England, which is conſtantly obliged to provide 
new coin, in proportion as it is wanted. This inconvenience is not 
directly felt by banks, in countries where — is no mint eſta- 
bliſhed. 

Here then is another bad conſequence of this obligation to pay in 
the metals, which a proper regulation of tlie coin would imme- 
diately remove. In countries which abound in coin, banking is an 
eaſy trade, when once their credit is well eſtabliſned. It is only 
when either a foreign war, or a wrong balance of trade has carried 
off the metals, that the weight of this obligation to my in coin is 
; ſeverely felt. 
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T is commonly ſaid, that when there is a balance due by any 


nation, upon the whole of their mercantile tranſactions with the 
i the world, ſuch balance muſt be paid in coin. This we call 
a wrong balance. Thoſe who tranſact the payment of this balance, 
axe thoſe who regulate the courſe of exchange; and we may ſup- 
poſe, without the leaſt danger of being deceived, that the courſe 
is always higher than. the,expence of procuring and tranſporting 
the metals; becauſe the overcharge is profit to the exchanger, who 
without that profit could not carry on his buſineſs. 

Theſe exchangers, then, muſt have a command of coin; and 
where can they get it ſo eaſily, and ſo readily, as from banks who 
are bound to pay in it? 

Every merchant who 1 imports foreign _— muſt be — 
poſed to have value in his hands from the ſale of them; but this 
value muſt conſiſt in the money of the country: if chat be moſtly 
bank paper, he muſt give the bank paper to the exchangers for a 
bill, whoſe buſineſs it is to place funds in thoſe parts upon which 
bills are demanded. The exchanger again (to ſupport that fund 
which he exhauſts by his draughts) muſt demand coin from the 
banks, for the notes he received from the merchant when he Save 
him the foreign bill. 

Beſides the wrong balances of trade tranſacted in this mannes, 
which banks are conſtantly obliged to make good in coin, every 
other payment made to foreigners has the ſame effect. It is not 
becauſe it is a balance of trade, but becauſe it is a payment which 
cannot be made in paper currency, that a demand is made for coin. 
Coin we have called the money of the world, as notes may be called 
the money of the ſociety. The firſt then muſt be procured when we 

VOL. II. Y pay 


162 AN INQUIRY INTO THE PRINCIPLES Boox IV. P. 2. 


pay a balance to foreigners; the * is * as — . we pay 
among ourſelves. bs on 
It is proper, however, to obſerve, that nu is a great ae 
between the wrong balance of trade, and the general balance pay- 
ments. The firſt marks the total loſs of the nation when her imports 
exceed the value of her exports ; the ſecond comprehends three other 
articles, viz. 1. the expence of the natives in foreign countries ; 
2. the payment of all debts, principal and intereſt, due to Wt wg 
3. the lending to other nations. 

Theſe three I call the general balance of foreign payments: 2 
theſe added to the wrong balance of trade may be called the grand 
balance with the world. C14 

Now as long as the payment of this grand balance is eee by 
exchangers, all the coin required to make it good, muſt be at HO 
charge of banks. 

How then is this coin to be procured by nations who Wan: no 


mines of their own ? 


HAN IX. 


How a grand Balance may be paid by Banks, without the ofifance 
of Coin, 


ID all the circulation of a country conſiſt in coin, this grand 
balance, as we have called it, would be paid out of the Von, 
to the diminution of it. 

We have ſaid that the acquiſition of coin, or of the precious 
metals, adds to the intrinſic value of a country, as much as if a por- 
tion of territory were added to it, The truth of hows: Propoſition will 
now ſoon appear evident. . mat 10. 


177 
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We have alſo ſaid, that the creation of ſymbolical money, adds 
no additional wealth to a country, but only provides à fund of cir- 
culation out of ſolid property; which enables the proprietors to 
conſume and to pay proportionally for their conſumption: and we 
have ſhewn how by this contrivance trade and indnfiry are made 
to flouriſh, 

May we not anna from theſe Sri ons that as nations who 
have coin, pay their grand balance out of their coin, to the diminution 
of that ſpecies of their property, ſo nations who have melted down 
their ſolid property into ſymbolical money, muſt pay their grand 
balance out of the ſymbolical money; that is to ſay, out "Xt the ſolid 
property of which it is the ſymbol ? 

But this ſolid property cannot be ſent abroad; ænd it is alleged 
that nothing but coin can be employed in paying this grand balance, 


To this I anſwer, that in ſuch a caſe the credit of a bank may ſtep + 


in, without which a nation which runs ſhort of coin, and which 
comes to owe a grand balance muſt quickly be undone. 

We have ſaid that while exchangers tranſact the balance, the 
whole load of providing coin lies upon banks. Now the whole 
ſolid property melted down, in their paper, is in their hands; be- 
cauſe I conſider the ſecurities given them for their paper, to be the 
ſame as the property itſelf. Upon this property, there is a yearly 
intcreſt paid to the bank: this intereſt, then, muſt be engaged by 
them to foreigners, in lieu of what is owing to them by the nation; 
and when once a fund is borrowed upon it abroad, the reſt is caſy 
to the bank. This ſhall be further explained as we go along. 

I do not pretend that the common operation of providing 21 
when the grand balance is againſt a nation, is as ſimple as 1 
repreſented it. I know it is not: and I know alſo, that I am not 
in any degree capable to explain the infinite combination of mer- 
cantile operations neceſſary to bring it about; but it is no leſs true, 
that theſe combinations may be ſhortened: becauſe when. the whole 
of them have been gone through, the wanfaction muſt land in 
what I have ſaid; to wit, that either the grand balance muſt be paid 

2 out 
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out of che national ſtock of coin, or it muſt be farniſhed by f0+ 
reigners upon a loan from them; the intereſt of Which muſt be 
paid out of that part of the ſolid property of the nation which has 
been melted down into paper. I ſay farther, that were not all this 
ſolid property, io melted down, in the hands of banks, who. 
thereby have eſtabliſhed to themſelves an enormous mercanutule crg- 
dit; there would be no poſſibility of conducting ſuch an opera- 
tion: chat is to ſay, there would be no poſſibility for nations to run 
in debt to nations, upon the ſecurity of their reſpective landed 
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Inſu N ciency of temporary Credits by the Pats 7 a wrong 


Balance. 


T HAVE ſaid, that when the national ſtock of coin is not ſuffici- 
ent to provide banks with the quantity demanded of them, for 
the payment of the grand balance, that a loan mult take place. To 
this it may be objected, that a credit is ſufficient to procure coin, 
without having recourſe to a: formal loan. The difference I make 
between a loan and a credit conſiſts in this, that by a credit we 
underſtand a temporary advance of money, which the perſon who 
gives the credit expects to have repaid in a ſhort time, with intefeft 
for the advance, and commiſſion for the credit; whereas by a: 


loan we underſtand the lending of money for an indefinite time, 


with intereſt during non-payment. (1 
Now I ſay, the credit, in this caſe, will n not anſwer the purpoſe 
of ſupplying a deficiency, of coin; unleſs the deficiency has 1555 
W and that a return of coin, from a new favourable grand 
balance, 
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batants, De quickly expected. The credit will indeed anfwer the 
preſent exigeney; but the moment chis credit comes to be replaced, 
it muſt be replaced either by 2 loan, or by a ſupply of coin; but, 
by the ſuppoſition, coin is found to be wanting for paying the 
grand balance; conſequently, nothing but a loan, made by the lend- 
ers either in coin, in the metals, or in a liberty to draw, can re- 
mo the inconvenience; and if recourſe be had to credit, inſtead 
of the loan, the ſame difficulty will recur, whenever that credit 


comes to be made good by repayment. (1 
Upon the whole, we may conclude, that nations who owe! a 


balance to other nations, muſt pay it either with their coin, or with 
ſolid property ; conſequently, the acquiſition of coin is,. in this 
particular, as advantageous as the acquiſition of lands ; but when 
coin is not to be procured, the tranſmiſſion of the ſolid property to 
foreign creditors is an operation which banks muſt undertake; be- 
cauſe it is they who are obliged either to do that, or to pay in coin. 


* 


CHAP. " | 


Of the Hurt reſulting 10 Banks, when they leave the bone of 
a wrong Balance to Exchangers. „ 


E have ſeen in a former chapter, now exchangers and banks 

are mutually aſſiſtant to one another: the exchangers by 

ſwelling and ſupporting circulation ; the bank by ſupplying them 

with credit for that purpoſe. While parties are united by a com- 

mon intereſt, all goes well: but intereſt divides, by the ſame Prin. 
ciple that it unites. 

No ſooner does a nation incur e axaiat itſelf, omar | 


changers ſer chemſelves to work to make a fortune, by conducting 
_ the 
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the operation of paying it. They appear chen in chelight of po- 
litical uſurers, to a ſpendthrift heir who has no guardian. The 
guardian ſhould be the bank, who, upon ſuch occaſions," (and 
upon ſuch only) ought to interpoſe between the nation and her fo- 
reign creditors. This it may do, by conſtituting itſelf at once 
debtor for che whole balance, and by taking foreign exchange into 
its hand, until fuch time as it ſhall have diſtributed the debt it has 
contracted for the nation, among thoſe individuals who really owe 
it. This operation performed, exchange may be left to thoſe who 
make that branch their buſmeſs, becauſe then they will find no 
opportunity of combining either againſt the intereſt of the bank 
or of individuals. T9 

When a national bank neglects ſo neceſlary a duty, as well as 
ſo neceſſary a precaution, the whole claſs of exchangers become 
united by a common intereſt againſt it; and the country is torn to 
pieces, by the fruitleſs attempt it makes to ſupport itſelf, without 
the help of the only expedient that can relieve it. 

Thoſe exchangers having the grand balance to tranſa& with other 
nations, make uſe of their credits with the bank, or of its notes, 
to draw from it their coin, in order to export it. This throws a 
great load upon the bank, which is conſtantly obliged to provide 
a ſufficient quantity for anſwering all demands; for we have laid 
it down as a principle, that whatever coin or bills are neceſſary to 
pay this grand balance, in every way it can be tranſacted, it muſt ul- 
timately be paid by the bank; becauſe whoever wants coin for 

any purpoſe, and has bank notes, can force the bank to pay in 
coin, or ſtop payment. 

It cannot, therefore, be faid, that exchangers do Wong nor 
can they be blamed, in drawing from the bank whatever is wanted 
for the purpoſe of paying to foreigners what is their due; that is, 
what is juſtly, owing to them. If they do more, they muſt hurt 
themſelves ; becauſe Whatever is ſent, abroad more than is due, 
muſt conſtitute the reſt of the world debtors to the country which | 
ſends out their coin. The conſequence of this is to turn exchange 


againſt 
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againſt foreigners, and to make it favourable for the nation which 
is creditor. In this caſe, were the creditors {till to continue ſend- 
ing coin abroad, they would % by that operation, for the ſame 
reaſon that they gain, by ſending it out when they are debtors. 

It is very common for banks to complain, when coin is hard to 
be procured, and when large demands are made upon them; they 
then allege unfair dealings againſt exchangers; they fall to work 
to eſtimate the balance of trade, and endeavour to ſhow that it is 
not in reality againſt the country. 

But alas! this is nothing to the purpoſe; 8 balance trade may 
be very favourable; although the balance of payments be greatly 
againſt the country; and both muſt be paid, while the bank has a 
ſhilling of cath, or a note in circulation. So ſoon again as the 
grand balance is fairly paid off, it is impoſſible that any one can find an 
advantage in drawing coin from a bank; except in the ſingle caſe. 
of melting down the heavy ſpecies, in nations which give their. 
coinage gratis, Of this we 1 treated at Ww clent length in 
another place. 

Banks may indeed bange * men of W are ſome- 
times ſending their money out of the country, at a time when it 
is already drained of its coin; that this . exchange, and bn 
the trading intereſt. 5 

Exchange muſt riſe, no * in proportion as the grand ba- 
larice is great, and difficult to be paid: But where does the blame 
lie? Who ought to provide the coin, or the bills for paying 
this grand balance? Have we not ſhewn that it is the bank alone 
who ought to provide coin for the ready anſwering of their notes:? 
Have we not ſaid, that the method of doing this is by ſacrificing 
a part of the intereſt due upon the obligations in their hands, ſe- 
cured upon the ſolid property of the country, and by the means of 
foreign loans upon that fund, to procure either the metals them- 
ſelves, or a power to ian on ale places where ns nation s credi- 
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Which of the two has moſt reaſon to complain, the bank, be- 
cauſe the inhabitants think fit to ſend their effects out of .the coun- 
try, being either forced ſo to do by their creditors, or chooſing ſo 
to do for their private advantage; z or the creditors of the bank, and 
the country in general, when, from the obſtructions the bank 
throws in the way, when required to pay its notes, exchange i 18 
forced up to an exorbitant height; the value of what private p 
chants owe to ſtrangers is raiſed ; and when, by diſcouraging t 
in their hands, a general ſtop is put to manufactures and credit in 
general? 

In a word, the bank has no reaſon to complain, unleſs they 
can make it appear, how any perſon, exchanger or other, can find 
an advantage in ſending coin out of the country, at a time when 
there is no demand for it; or when there is no near proſpect of it, 
which is the ſame thing? To fay that a principle of public ſpirit 
ſhould prevent a perſon from doing with his property what is moſt 
to his advantage, in favour of ſaving ſome money to a bank, is 
| ſuppoſing the bank to be. the public, inſtead of being the ſervant 
of the public. 

Another argument to prove that no profit can be made by ſending 
ont coin, except when the balance is againſt a country, is, that we 
ſce all runs upon banks ſtop, the moment exchange becomes fa- 
vourable. Were there a profit to be made upon ſending off coin, 
independently of the debts to be paid with it, which cannot be 
paid without it, the fame trade would be profitable at all times. 
As this is not the cafe, it follows, that the principle we have laid 
down is juſt; to wit, that the balance due to foreigners muff be 
paid by banks, while they have a note in circulation ; and when 
once it is fairly paid by them, all extraordinary demands muft ceaſe. 

We now proceed to another point, to wit, What are the conſe- 
quences of circulation, when a great balance draws away a large 
quantity of coin from the bank, and ſends it out of the country? 


CHAP. 
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| SHAT I may communicate my ideas with the greater preci- 
4 ion, I muſt here enter into a ſhort derail of ſome principles, 
and then reafon on a ſuppoſition. 

* has been ſaid, that the conſequence of credit and paper- 
money, fecured on ſolid property, was to zugment the maſs of 
the circulating equivalent, in proportion to the uſes found for i it. 

"Theſe uſes may be comprehended under two general heads. 
The firſt, payment of what one owes; the ſecond, buying whas 
one has occaſion for : the one and the other may = called by the 
general term of ready-money demands. 

Whoever has a ready-money demand upon him, and property at 
the ſame time, ought to be furniſhed with money by banks which 
lend upon mortgage, 

Now the ſtare of trade, manufacturcs, modes of liviog, and the 
cuſtomary expence of the inhabitants, when taken all rogether, re- 
gulate and. determine what we may call the maſs of xeady-money 
demands, that is, of alienation. To operate is multiplicity of 
payments, a certain propartion of maney is neceflary. This pro- 
portion again may increaſc or diminiſh according to cixcumſtances ; 
although the quantity of alienation ſhould continue the ſame. 
Jo make this evident, let ys ſuppoſe the accounts of a whole 
city kept by one man; alienation will go on without any payment 
at all, until aecounts are cleared; and then nothing will be paid, 
hut general balances upon che whole. This haweyer is only by the 
bye. The point in hand is io agree, that a certain ſum of maney 
is neceſſary for carrying on domeſtic alienation; that is, for ſatisfy- 
wg ready-money demands : let us call this quantity (A). 

VOL. II. Z | Next, 
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Next, in moſt countries in Europe, (1 may ſay all) it is cuſtoms 
ary to circulate coin, which, for many uſes, is found fitter than 
paper, (no matter for what reaſon); cuſtom has n 10. and 
with cuſtom even ſtateſmen muſt comply. 

The paper- money is generally made payable in _ Aber 
cuſtom alſo. Now, according to the manners of the country, more 
or leſs coin is required for domeſtic circulation. Let it be obſerved, 
that hitherto we have not attended to foreign circulation, of which 
preſently: and I ſay, that the manners of a country may make 
more or leſs coin neceſſary, for circulating the ſame quantity of 
paper; merchants, for inſtance, circulate much paper and little 


coin; gameſters much coin, and little paper: one example is ſufti- 
cient, 


Tet this quantity of colin, neceſſary for circulating the paper- 
money, be called (B), and let the paper be called (C); conſe- 
quently (A) will be equal to the ſum of (B) and (C). Again, we 
have ſaid, that all balances "owing by nation to nation, are paid 
either in coin, in the metals, or in bills; and that bank paper can 


de of no uſe in ſuch payments. Let the quantity of the metals, 


coin, or bills, going out or coming into the country for payment 
of ſuch balance, be called (D). | 

Thefe ſhort deſignations 'premiſed, we may reaſon with more 
preciſion. (A) is the total maſs of money (coin and paper) neceſ? 
fary at home: (A) is compoſed of (B) the coin, and of (C) the 
paper, and (D) ſtands for that maſs of coin, or metal, or bills, 
which goes and comes according as the grand coma is en 
or unfavourable with other nations. 

Now, from what has been ſaid, we may determine, that there 
fhould at all times remain in the country, or in the bank, a quan- 
tity of coin equal to (B); and if this be ever found to fall ſhorr; 
the bank does not diſcharge its duty. It is unneceſſary to deter- 
mine what part of (B) ſhould be locked up in the bank, and what 
part ſhould remain in circulation: banks themſelves cannot de- 
termine that queſtion: all we need to ſay is, that it is the profit of 

5 banks 


Cuar. XII. Or POLITICAL OECONOMY. 17 


banks to accuſtom people to the uſe of paper as much as poſlible ; 
and doe they will a to neee as much coin as they 
Fe 

When a — 5 of onde ew W We par, 
and; brings coin into the; country, the -conſequence is, either to ani- 
mate trade and induftry, to augment the maſs of payments, to ſwell 
(A), and ſtill to preſerve (O) in circulation; or to make (A) regorge, 
ſo as to ſink the intereſt of money below the bank lending price; 
and then people will carry back the regorging part of (C) to the 
bank, and withdraw their ſecurities ; which. is conſolidating, as 
we have called it, the property which had been formerly melted 
down, for want of this circulating equivalent (money), 105 

This is conſtantly the conſequence of a ſtagnation of paper, from 
an overcharge of it, thrown into circulation. It returns upon 
the bank, and diminiſhes the maſs of their n, but never 
that of their coin. 

From this we may 2 that the at. of a country 
can only abſorb a determinate quantity of money (coin and paper) ; 
and that the leſs uſe they make of coin, the more uſe they will 
make of paper, and vice verſa. | 

We may alſo conclude, that when trade and alienation increaſe, | 
ceteris paribus, ſo will money; that is, more ſolid property will be 
melted down; and when trade and alienation diminiſh, ceteris pa- 
ribut, fo will money; that is, ſome of the ſolid property l 
melted down, will conſolidate, as we have called it. 

"Theſe viciſſitudes in the maſs of circulation are not peculiar to 
paper currency. In countries where nothing circulates but the 
metals, the caſe is the ſame ; only the operation is more aukward 
and expenſive. When coin becomes ſcarce there, it is hardly poſ- 
ſible, in remote provinces, to find any credit at all: and in the 
center of circulation, the uſe of it (intereſt) muſt riſe very conſi- 
derably, and ſtand high for ſome time, before even intelligent mer- 
chants will import bullion to the mint; which is the only bank 
they have to fic it for circulation. When the metal is coined, then 
2 2 men 
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the other hand, when a favourable balance pours in a fuperſtuity.of 


coin, and at the ſame time cuts off the demands of trade for ſend- 
ing it abroad, it frequently falls into coffers ; where it becomes as. 
uſeleſs as if it were in the mine; and this clumſy circulation, as 
I may call it, prevents it from coming into the hands of choſe 
who would have occafion for it, did they but know wheve to come 
at it. Paper, on the other hand, when banks and trade are well 


eſtabliſhed, is always to be found. Thus, in an inftant, paper- 


money either creates or extinguiſhes an intereſt equal to its value, 
in favour of che poſſeſſor. No part of it lies dead, nat for a day, 
when employed in trade: it is not ſo of coin. 

We muſt now ſuppoſe a bank eſtabliſned in a country: which, 
owes a balance to other nations. _ 

In this caſe, the bank muſt poſſeſs, « or be able to command, a 
ſum of coin or bills equal to (B) and O); (B) for Ai d and: 
(D) for foreign circulation. 

Thoſe who owe this balance (D), and vo are fuppoſed to have: 
value for it, in the currency of the country, in order to, pay it, 
muſt either exhauſt a part of (B), by ſending it away, or they muſt 
carry a part of (C) to the bank, to be paid for in coin. E theypick 
up a part of (B) in the country, then the coin in circulation, being 
diminiſhed below its proportion, the poſſeſſors of O. will come. 
upon the bank for a ſupply, in order to make up (B) to its former 
ſtandard. Banks complain without reaſon. If they carry part of 
(C) robe changed at the bank, for the payment of (D), they there- 
by diminith the quantity of (C); confequently there will be a de- 
mand upon the bank for more notes, to ſupport domeſtic eircu- 
lation ; becauſe thoſe which have been paid in coin are returned 
to the bank, and have diminiſhed the maſs of (C); which there- 


fore muſt be replaced by a new melting down of ſolid property. 


Now 1 muſt here obſerve, that this recruit, iſſued to fill up (C) 


to the level, is an addition made to the maſs of ſecurities formerly 


lodged with the bank; and repreſents, not improperly, that 201 
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of the landed property of a country which the bar muſt diſpoſe' 
of to foreigners, in order to procure from them che coin or bills 
neceflary for anſwering the demand of (D): 

"When notes, therefore, are carried to the bank for payment of 
debrs due to the bank, they chen diminiſh the maſs of ſolid pro- 
perty melted down in the ſecurities lodged in the bank: but when 
notes are carried to the bank, to be converted into coin or bills, for 
foreign exportation, they do not diminiſh the maſs of the fecuri- 
ties: on the contrary, the conſequence is, to pave the way for the 
augmentation of mem; becauſe 1 ſuppoſe that the notes, ſo given 
in to the bank, and taken out of the circle, are to be replaced by 
the bank to domeſtic circulation, to which they belonged; and 
the bank muſt be at the expence of turning the value of theſe 
additional ſecurities granted for them into coin or foreign bills. 

18 not this quite conſiſtent with reaſon, fact, and common ſenſe ? 
If a country contracts debts to foreigners, is it not juſt the ſame 
caſe as when one man contracts a debt to another in the ſame ſo- 
ciety ? Muft not the ultimate conſequence of this debt be, that 
it muſt be paid, either with the coin, with the moveables, or with 
the ſolid property of the debtor, transferred to the creditor, in lieu. 
of the money owing? 

When a nation can pay with its coin, or with its effects, (chat i is 
to ſay, with its product and manufactures) the operation is cafily- 
and mechanically performed by tlie means of trade: when theſe. 
objects are not ſufficient; or wen land, or an annual and perpe- 
tual income out of it, muſt make up the deficiency; then more: 
ſkill and expence is required; and this expence falling upon banks, 
makes their trade lefs lucrative than in times when commerce 
ſtands at par, or is bringing in a balance. | 

Were trade to run conſtantly againſt a country, the conſequence: 
would be, that the whole property of it would, by degrees, be 
transferred to foreigners. This the bank of St. George at Genoa 
das operated with regard to Corſica, as has been obſerved. But in. 
that caſe, banks never could negle& laying down a plan whereby 
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to avoid the loſs they caſually ſuſtain, when fuck. a rewolmion 


comes ſuddenly. or unexpectedly upon then. bag 


The method would be, to eſtabliſi an annual ſubſeription abrẽł 
for borrowing a ſum equivalent to the grand balance; ihe condition 
being to pay the intereſt of the en, out m_ che revenue 
of the country. | fen 7 2 £-Ev£9 

If the ſecurity offered by. nnd; there is no FR 155 ſubſcribers 
will be found, while there is an ounce of gold and ſilver in Eu- 
rope. | z £911" TT 

The bank of England [wg an expedient of another nature, in 
what they call their circulation; Which is a premium granted to 
certain perſons, upon an obligation to pay a certain ſum of coin 
upon demand. This is done with a view. to anſwer upon preſſing 
occaſions. But England being a proſperous trading nation, which 


ſeldom has any conſiderable grand balance againſt her, (except in 


time of war, when the public borrowings ſupply in a great mea- 
ſure the deficiency, as ſhall be afterwards explained) this bank 
circulation is turned into a job; the ſubſcriptions being lucrative, 
are diſtributed among the proprietors themſelves, who make no 
proviſion for the demand; and were it again to come, (as has 
been the caſe) the ſubſcribers would, as formerly, make a call on 
the bank itſelf, by picking up their notes, and pay their 194013 ob 
tions with the bank's own coin. | 

To obviate this inconvenience, whiciu was ſeverely felt in * 


year 1745, the bank of England ſhould have opencd a ſubſcription 
in ſome foreign country; Holland, for example; where ſhe might 


have procured large quantities of foreign coin: ſuch a ſeaſonable 
ſupply would have proved a real augmentation of the metals; the 


ſupply they got from their own domeſtic ſubſcribers was only 


ſictitious *. 
But 


At this time there was another circumſtance, beſides the demand of a balance to 
og paid abroad, which diſtreſſed the bank, viz. a ſuſpicion which took place, that if 
the revellion had ſucceeded, -the credit of th: bank would have totally failed. 

6 This 
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But banks in profperdus trading nations fit down with caſual 
and temporary inconveniencies; and exchangers carry on a profit- 
able trade, whether the nation be gaining or lofing all the while, 
For ſuch nations, and ſuch only, are banks advantageous. Were 
banks eſtabliſhed in Spain; Portugal; or any other country which 
pays a conſtant balance from the produce of their mines, mey 
would only help on their ruin a little faſter. 

In the infancy of banking, and in countries where the true 
principles of the trade are not well underſtood, we find banks 
taking a general alarm, whenever a wrong balance of trade occa- 
ſions a run upon them. This terror drives them to expedients for 
ſupporting their credit, which we are now to examine, and * a 
we ſhall find to have a quite contrary tendency. 

The better to explain this combination, we muſt recall to mind, 
that the payment of the grand balance irr coin or bills is unavoid- 
able to banks. We have ſaid that this balance is commonly paid 
by exchangers, who pick up the coin in circulation; a thing the 
bank cannot prevent. This we have called exhauſting a part of 
(B): the conſequence of this is, to make the proprietors of (C) 
come upon the bank, and demand coin for filling up (B): to this 
the bank muſt alſo agree. But by theſe operations (C) comes to 
be diminiſhed, below the level neceſſary for carrying on trade, in- 
duſtry, and alienation : upon which I have ſaid there commonly 
comes an application to the bank to give more credit, in order to 
{upport domeſtic circulation, which if complied with, more folid 
property is conſequently melted down. | 

This ſwells the maſs of ſecurities, and raiſes (A) to its former 
level. But here the bank has an option to refuſe more credit: in 


This very caſe points out the great advantage of banks upon mortgage of private 
credit. ö 


We have ſaid, that the credit of ſuch banks ought to be eſtabliſhed upon the prin» 
ciples of private ſecurities.only, If their notes be iſſued upon ſolid property, then no 
rebellion can irfluence them: but of this more hereafter, 


the - 


a bank do ſo ſignal a prejudice to their country, as to refuſe ta lend 
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the former operations it had none. Now at ihe bank, frmaui a ter- 
rar of being drained of coin, ſhould refuſe 10: iſſus notas upon 


ne credits, for the demands of domeſtic circulation; in this caſt, 


I ſay, they fail in their duty to the nation, as banks, and hurt 


their Own intereſt. As to their duty to the nation, I ſhall not inſiſt 


upon it ; but I think I can demonſtrate that they: fail in paint or 
combination, with reſpect to their o] intereſt, and that is enough. 
I ſay, then, that as long as there is one ſingle note in circula- 
tion, and any part of a grand balance owing, that note will cone 
upon the bank for payment, without a poſſibility of its avoiding 
the demand. Refuſing therefore credit, while any notes remain 
in che hands of the public, is refuſing an intereſt which may hely 
to make up the paſt loſſes: but of this more hereafter. | 

In the next place, I think I have demonſtrated, that fo ſoon as 


the grand balance is paid, it is impoſſible that any more demands for 


coin can come upon the bank for exportation. Why then ſhould 


them paper, which the ready-money d- manda of che country 
muſt ſuſpend in circulation? And why do s at fo greatia loſs 
to theraſelves? It has been ſaid above, and I think with juſtice, 
that this recruit, iſſued to fill up circulation, adds to dhe maſs f 
bank ſecurities, and very properly; repreſents that part of thelin - 
come of the ſolid property of che country, which the bank mu 
diſpoſe of to foreigners, in order to procure from them the coin 
or bills neceſſary for e ee ab aq pry Rane 


balance. 8 


In this light novhing e can ren more imprudent, than to re- 


fuſe credit. bn 

A bank is forced * pay 0 — laſt farthing of this batlnee by 
paying it, the notes that were neceſſary for circulation are re- 
turned to them; and they refuſe to replace them, for fear that 
their ſupplying circulation ſhould create a new balance againſt 
them! This is vdluntarily taking on er- gig all the Goſh af 
_— and — aa e e 4 


Such 
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Such management can only be prudent when the circulating 

notes of a bank are very few, and when the balance is very great. 
In-that cafe, indeed, were the thing poſlible, it might be prudent 
to give over banking fon a While, till matters took a favourable 
turn. But if we ſuppoſe their notes to exceed the balance due, 
then all the hurt which can be done is done already; and the more 
notes are iſſued, and the more credit is given, ſo much the better: 
becauſe the intereſt upon all that is iſſued above the en 
muſt be clear profit to the bank. | 

Jo bring what has been ſaid within a narrower compaſs, and to 
lay it under our eye at once, let us call the domeſtic circular of 
à country, where a bank is eſtabliſhed, (A). | | 

The ſpecie itſelf, to carry it on, (B). 
be balances to other nations, (D). * 

The bank muſt have a command of credit and coin W 
ſum of (B) and (D). If they have the value of (D) in any foreign 
place, where a general circulation of exchange is carried on; then 
they have only occaſion for (B) at home, nn furniſh bills to 
the amount of (D). 

If (D), in conſequence of bills drawn, ſhall come to be exhauſt- 
ed, the bank muſt replace it again, by new contracts, to ſtrangers. 

But as ſoon as (D) is paid, either in coin or in bills, then what- 
ever coin is drawn from the bank, and ſent away by private people, 
(exchangers, &c.) muſt form a balance due ts the country ; which 
balance will render exchange favourable, and will occaſion a loſs 
to thoſe who ſent away the coin. In this caſe, the more credit the 
bank gives, ſo much more will their profits increaſe. FE. 

To conclude : Let banks never com plain of thoſe who demand 
coin of them, except in the caſe when it is demanded in order to 
be melted down, or for domeſtic circulation, wu may as "wor 
be carried on with paper. | 

And ſo ſoon as a demand for coin to pay a foreign balance be- 
gins, it is then both the duty and intereſt of all good citizens to 
be as aſſiſtant as poſſible to banks, by contenting themſelves with 

VOL. I. Aa paper 
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paper for their own occaſions, and by throwing into the bank all 
the coin which caſually falls into their hands. As to duty, I ſhall 
offer no argument to enforce it. But I ſay it becomes a national 
concern to aſſiſt the bank; becauſe the loſs incurred by the bank in 
procuring coin, falls ultimately on every individual, by raiſing ex- 
change; conſequently, prices, by raiſing the intereſt of money to 
be borrowed ; and laſt of all, by conſtituting a perpetual intereſt to 
be paid to foreigners, out of the revenue of the ſolid property of 
the country. Upon ſuc! occaſions, a good citizen ought to bluſn 
at pulling out a purſe, when his own intereſt, and that "of His 
COUnry, ſhould make 19285 ſatisfied with a pocket u * 


CHAP. XIII. 


Continuation of the ſame Subjeft ; and f the Priveiphe upon 
which Banks ought to bann Abroad, and give credit : at Home, 


N every queſtion relative to this ſubject, we muſt return 0 prin: 

- ciples. This is the only ſure method of ayoiding error. le 
intelligent reader, therefore, muſt excuſe ſhort repetitions, and 
conſider them as a facrifice he is . to thoſe of flower capa- 
Galen. to whom they are uſeful, Ds 

The principle of banking upon mortgage, is to. 2 and give 
credit to thoſe who! have property, and a deſire to melt i it down. 
This is calculated for the beneſit of trade, and for an Encout TIA 
ment to induſtry, | If ſuch, banks, therefore, borrow, it mu 
done conſiſtently with the principles upon which their banking 
founded. If the borrowing ſhould tend to rf thoſe : adyant 50 
which their lending had procured, then the operation is cont 
to principles, and abuſive. So much for recapitulation. n 


4 | | While 
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Mhibe trade flouriſhes and brings in a balance, banks never have 
Sonden 0 borrow 3 it, is then they lend. and give credit, This, 1 
believe. we may take for grande. 

When the country where che bank is eſtabliſhed begins to owe a 
balance4o ather nations, the. bank, as e have ſeen in the laſt chap- 
ter, is obliged to pay it in coin or in bills, We have there ſhewn, 
that in ſuch caſes it is inconſiſtent with their principles and intereſt, 
to withhald lending and giving credit, ſo far as is neceſſary for 
keeping up the fund of circulation to that ſtandard which aliena- 

tion and ready money demands require. 

— — at che ſame time to borrow at home, muſt 
then, at firſt ſight, appear to be doubly inconſiſtent. But in order 
to ſet this point in the cleareſt light I am. capable, I ſhall reaſon 
upon a ſuppoſition analogous to the ſituation of the Scotch banks, 
and by that means avoid abſtraction as much as I can. 

Let me then ſuppoſe that Scotland, during the laſt years of the 
war ended in 1763, and ever ſince (I write in 1764) from the un- 

_ avoidable diſtreſs of the times, was obliged, 1. to import conſider- 
able quantities of grain in ſome bad years ; 2, to refund the Engliſh 
loans of money ſettled there in former times ; 3. to. furniſh ſome 
of the inhabitants with funds, which they thought fit to place in 
England; 4. to pay the amount of additional taxes impoſed during 
the war; while, at the ſame time, ſeveral of the ordinary reſources 
were withdrawn; 1 ſuch as, 1. a great part of the induſtrious inha- 
bitants who went to ſupply the flects and armies; a. the abſence 
of the ordinary contingent of troops; and 3: the cutting off ſeveral 
beneficial articles of commerce. Let me ſuppoſe, I ſay, that from 

*2 combination of theſe loſſes incurred, and advantages ſuſpended, 
Scaglagd has loſt annually, for eight years paſt, two hundred thou- 

ſand pounds. I am no competent judge of the exactneſs of this 
eſtimate, it is of no conſequence to the argument; but 1 chien I 
am far beyond the true computation. 

on the other hand, let me ſuppoſe, that the ſum of currency in 
paper, ſufficient (with the little coin there was) to circulate the 

Aa2 whole 
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whole, of the alienations in Scotland, Cas is 40 @jn che whole 
domeſtic circulation, ſuppoſing noſ balance to be Wing to England 
or other countries) to be one million ſterling. IL * perſuaded I 
am here below the true eſtimate, but no matter. 
ls it not evident, from this ſuppoſition, and — the principles 
we have been deducing, that unleſs the banks of Scotland had, 
alienated annually in favour of England, a fund for paying the in : 
tereſt of two hundred thouſand pounds capital, and either brought 
down the coin, or given bills on London for the ſum of that capital 
every year; that the million of Scots currency would have been 
diminiſhed in proportion to the deficiency; and would not che conſe- 
quence of that be, ceteris paribus, to bring the currency below the de- 
mand for it; and, conſequently, to hurt trade, induſtry, and alienation? 
Now ſuppoſing the banks, inſtead | of providing, in England, a 
fund equal to this grand balance, (as I have Aid they ſhould do) 
to remain in conſternation and inactivity, giving the whole of their 
attention to the providing coin and bills to ſupply the demand of 
exchangers, whoſe buſineſs it is to ſend "Qi this annual balance; 
what Will the conſequence be? Ii Antik ot wort His o 
1 anſwer, that if the banks, in fuch a By do not follow the plan 
I have propoſed, the conſequence will be, that two neee 


11444 


domeſtic circulation of Scotland; will be bes the bank, ni 
coin demanded for it. If the coin is found in the bank, it is well; 
it goes, away, and leaves the paper circulation of Scotland at 
$00,000 l. This void muſt occaſion applications to the bank for cro- 
dits rw ſupply it, Is it not then the intereſt of the bank to ſupply 
it? We have ſaid in the former chapters that it is. But now let us; 
ſuppoſe it objected, that if banks ſhould iſſue notes at ſuch a time, 
cheir caſh havin g been exhauſted, they would be obliged toſtopalto- 
gether, upon a return of thoſe notes iſſued upon additional credits. 
To this I repeat again, becauſe of the importance of the ſubject; 5 
that notes iſſucd to ſupport the demand of circulation never, can 
return upon the bank, fo. as to form a demand for coin; and if 
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they do return, it muſt be in order to extinguiſh the ſecurities 
granted by thoſe who have credit in bank (I except always that 
regular demand for coin, at all times neceſſary for circulating the 
paper for domeſtic uſes) and if thoſe notes return of themſelves, 
without being called in, this phænomenon would be a proof that 
circulation is diminiſhing of itſelf: but ſuppoſing: ſuch a caſe to 
happen, it is plain that ſuch return can produce no call for coin 
becauſe-when the notes return it is not for coin, but for acquitting 
an obligation or mortgage, as has been often repeated. 

Notes are paid in, I-fay; becauſe circulation has thrown them 

out, Now if circulation has thrown them out as ſuperfluous, it 

never can have occaſion we — in nme berauſe coin anſwers . 
the ſame purpoſe. = 

But then it is urged that duese return, becauſe circulation 
has thrown them out; but bectuſe coin is Wanted: be it o. Then 
we muſt ſay, that circulation is not dimiriifhed; as we at firſt ſup- 
poſed; but that the return of another year's balance, makes a new” 
demand for coin neceſſary. . 

Now I aſk, how the withholling chis 200. en kidüldbe 
after che ft Year's drüin, can prevetit the Balatice from returning: 
There are by the ſuppoſition ſilt 800,00 J. of notes in the country: 
will not exchangers get hold of two hundred thotifand out of 1517 
fund, as well as out of- the million? For he who owes, ' muſt fy, 
that is, muſt cirruldte. It is omty the circulation of che induſtribus, 
of the rich, in ſhort hin, that is to fay, voluntary circulation, which 
is ſtopped for want of c currency: paying, that is, involuntary cir culatian, 

never can be ſtopped; debtors muff find money, as long. as there is. 

any in the country, were they to give an acre for a ſhilling, | or a. 

houſe for half a crown. Now thoſe who owe this foreign balance 

are debtors; confequently, they muſt draw 200,000 7. out of circu- 
lation, the ſecond year as the firſt, whether the ſtandard million be 
filled up or not. The withholding g. therefore, tlie credits demanded 
upon the firſt dĩiminution, has not the leaſt effect in preventing the | 
demand for coin the year following: it only diſtreſſes the country, 
raiſing exchange, and the intereſt of money, by rendring money 


ſcarce ;. 
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ſeatce 3 Ind what is the moſt abfurd bf all, . deprives tlie bank of 
10,0001, a year intereſt, at 5 Per cent. 12 A5 200 be "which ie m 
iſſue anew. 

Suppoſe again, that a ſecond: year s demand fora balance of 48078860 
comes upon the bank: if the coin is out, as we may ſuppoſe chat after 
ſuch a drain it will not be in great plenty, expedients muſt be fallen 
upon. In ſuch a caſe, if the bank does not at once fairly borrow 
at London (without any obligation to repay the capital) a ſum of 
| 200,000. and pay for it a regular intereſt, according to the rate of 
money, with an obligation to pay, as government does, quarterly, 
on the change of London, it will be involved in expedients'which 
will create a monſtrous circulation of coin in the bank, perhaps 
double of the ſum required, and all thoſe operations will land in the 
end (as to the bank) in paying the intereſt of this ſum out of the maſs 
of its ſecurities or ſtock, If the bank ſhould borrow this 205,000 7. 
in London, in the manner we have ſaid, the circulating fund of 
coin will be nowiſe diminiſhed; there will be no call extraordinary, 
no riſing of exchange; the bank will have his in its hands; and if 
lr riſes; it is the bank, not the exchangers who will profit by it. 
But let us ſuppoſe that inſtead of this, it ſhould have recourſe to 
temporary credits upon which the capital is conſtantly demandable, 
or to other expedients ſtill leſs eſſectual for anſwering the call which 
is to come upon it for the ſecond year's balance: what will be the 
conſequence? To this I 'anſwer, that thoſe merchants, or others 
who owe the balance, will apply to exchangers for bills, for which 
they muſt pay a high exchange: theſe bills will be brought from 
the exchangers with notes, (taken out of circulation) and will re- 
duce this to 600,000 J. the exchangers will carry theſe to the bank 
and demand coin. If the bank ſhould make uſe of an optional 
clauſe, to pay in fix months, with intereſt at 5 per cent. the ex- 
changers will obtain ſix months credit at London, and in conſe- 
quence of that, their bills will be honoured and paid. This credit 

Although the intereſt ot dividends on government ſecurities be paid every half 


year only, yet by purchaſing partly in one fund, and partly in another ; for inſtance, 


half in Old South Sea annuities, and half in New, purchaſcrs may have their intereſt 
paid quarte ly. 


coſts 
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coſts them money, which, is added to the exchange; the bank, at 
che end of ſix months, pays in coin, which in the interval it muſt 
provide from London. It pays alſo fix months intereſt upon the 
paper formerly preſented by, the. exchanger: add to the account, 
chat bringing down the coin muſt colt the bank at leaſt 12 ſhillings 
per: hundred pounds, and as much more to the exchanger who re- 
ceives it in, order to ſend it back again; and after all theſe intricate 
operations which have coſt ſo much trouble, ill blood, ſtagnation 
and diminution of circulation, expence in exchange to the debtors 
of the balance, ſtreſs of credit upon exchangers for procuring ſo 
large, advances with commiſſion, &c, expence to the bank in pro- 
viding coin, expence to the exchangers in returning it; after all, 

I fay, the operation lands in this: that 200,000 /. of notes, taken 
out of the circulation of Scotland, returns to the bank who muſt 
have provided, at laſt, either coin, or credit at London for them. 
This return of 200,000/. of notes does not diminiſh the maſs of 
thoſe obligations lodged in the bank, in virtue of which they are cre- 
ditors upon the proprietors of Scotland: conſequently, the bank has 
conſtituted itſelf debtor to England for thoſe funds which have been 
torn from it in the manner above deſcribed: conſequently, had it, by 
a permanent loan, conſtituted itſelf voluntarily debtor to England 

from the beginning, it would have paid no more, nay leſs than it 
has been obliged to pay; circulation would not have loſt 200,000 J. 
and the bank would have had the intereſt of 2c0,000 /. added to its 

tormer ſecurities, which would compenſate {pro tanto at leaſt) the 

expence of borrowing that ſum in England upon a permanent fund. 
inſtead of which it compenſates the intereſt of a temporary loan, 

with the ſame ſum of intereſt taken out of the ſecurities in its 
hand. If, therefore, from an ill grounded fear of iſſuing as much, 
paper as is demanded, it ſhall withhold it, there reſults to itſelf: a 
loſs equal to the intereſt of what it refuſes to lend; that is to ſay, 
there is a lacrum ceſſau to the bank of the intereſt of this 209,000 J. 

at 5 per cent. or at 10,0004 a year; Which other LAS companies 


will fill up, nnen extend their circulation. | 
bi: 
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If, beſides refuſing credits, it ſhould call in any part of thoſe 


already given, it ſtill diminiſhes circulation : but then by thatope- 


ration it diminiſhes the maſs of its ſecurities, and ſo diminiſhes 
the ſum of the intereſt annually paid to-itſetf. If it goes farther and 
borrows money at home, ſuch loans will be made in its own paper, 
which will diminiſh farther the maſs of circulation; and if it goes 
on recalling the credits and mortgages, it will ſoon draw every bit of 


its paper out of circulation, and remain creditor upon Scotland only 


for the balance it has paid to England on her account. Such are 
the conſequences, when a bank which lends upon private ſecurity 
withholds credit, at a time when a national balance 1s due, and 
when applications are-made to it for new credits, to fill up the void 


of circulation occaſioned by the operations uſed for the payment of 


the balance: ſuch alſo are the additional fatal conſequences, when 
to this it adds fo inconſiſtent an operation as that of borrowing in 
its own notes, or recalling the credits it had formerly given. 

By the firſt ſtep it only appears paſlive in allowing natural cauſes 
to deſtroy both the bank and the nation, as 1:think has been proved. 


Buy the ſecond, it is active in deſtroying both itſelf and the 


country. 

| What benefit can ever a bank which lends upon private ſecurity 
reap by borrowing within the country of which it is the center of 
circulation ; nay, what benefit can it ever reap from withholding 
its notes from thoſe who can give good ſecurity for them 

Every penny it borrows, or calls in, circumſcribes its own profits, 
while it diſtreſſes the country. After all the combinations I have 
been able to make, I can diſcover but one motive which (through 
a falſe light) may engage a bank to this ſtep, to wit, jealouſy of 
other banks. 

As this ſpeculation is defigned to 4lluſtrate the principles of 
circulation, from circumſtances relative to the preſent ſtate of the 
Scotch banks, let us call things by their names. 

The banks of Edinburgh reſemble, more than any other in Scot- 
Jand, a national bank. At Pat all that can be ſup- 


poſed, 
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poſed, viz. that the abundance of their paper has given occaſion 
to leſſer banks to pick up from them: exęry ſhilling © of coin which 
theſe leſſer banks hays, ever had; and that theſe have had the 
addreſs. alſo to throw, the Whole load of the balance upon thoſe 
of &dinburgh;;. let this be, ſuppoſed, more cannot, and let us 
allow farther, chat 2 muſt exer continue o be the caſe. fn theſe 
cireumſtances, what motive can the banks of, Edinburgh have for 
withholding credit from thoſe who axe able to give ſecurity ? What 
motive can they have for borrowing up their own notes? 
\. Indeed. I can account for this plan of management in no other 
way than by ſuppoſing, that diſguſted at the long continuance of 
an unfavourable balance of. trade againſt their country, and vexed 
to ſind the whole load of it thrown upon, themſelves, they have 
taken the reſolution to abandon. the trade, and are taking this me- 
thod of recalling their paper Altogether... _ 

Let me ſuppoſe the contrary, and I ſhall not be * to difover 
how it is poſſible that ſuch a conduct can turn to their own adyan- 
tage, throwing out all canſideration of the public good, which 
tor ſome time, no doubt, muſt be greatly hurt by it. 

As long as any conſiderable quantity of their notes is in circula- 
tion, and that the principal exchangers reſide at Edinburgh, they 

never can avoid the loſs of paying the balance; ; and by refuſing 
to fill ap the void oecaſioned by the return of their notes, they deliver 
the whole proſit of replacing them to the other banks, their rivals. 

Let me next eſtimate the loſſes they ſuſtain by furniſhing coin 
. other banks; and for tlie payment of the balance; and then 
compare theſe with what they, loſe. by not keeping circulation full. 
. I ſhalt ſuppoſe the balance ta,coll them two hundred chouſand 
pounds per annum; and I ſhall ſuppoſe that all the leſſer banks put 
together have occaſion for two hundred thouſand pounds j in their 
cheſts : Is not this computation far above what can poſſibly be 


? 
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don, for this balance, they will have at leaſt the preference in. 
replacing that ſum to circulation ? 

If they pay the balance of 200,020 7. a like ſum of their notes. 
muſt come in to them, without diminiſhing one ſhilling of the. 
intereſt paid upon the ſecurities lodged in their banks; conſe- 
quently, the only loſs incurred is the difference between the intereſt. 
they receive, which is 5 per cent; and what it would coſt them to 
borrow a, like ſum in London, and to remit ann of that: 
ſum four times a year. 

Now the value of a 4 per cent. is at preſent about 96; ſo in paying. 
205, per quarter on the change of London, the Edinburgh banks may 
have at London a capital of 96 J. Let me call' it only 944. ſup». 
poſing their credit not to be quite fo: good as that of the funds. 
I think it as good to the full; and I am ſure-it-is ſo. At this rate, 
the 200,000 J. will coſt them an intereſt of 8510 J. inſtead of the 
10,000 l. which they will receive for the like ſum added to their for- 
mer ſecurities. Now Iſuppoſe that they have recourſe to exchangers 
to remit this intereſt, and that they pay for it g per cent. (which is 
an abſurd ſuppoſition, as they will have the exchange entirely in. 
their own hands) and that they give all the bills for the 209,000 J. 
at par, (alſo. a ridiculous ſuppoſition) the 5- per cent. on 8510.1. is 
425.1. 10s, which added to the intereſt, makes 8935 J. 10 5. ſo that 
after all, they will have upon the whole tranſaction 1064 J. 10 . 
of profit. 

Next, as to the loſs incurred in furniſhing 200, ooo J. to the other: 
banks: If this coin be demanded of them by thoſe banks, the de- 
manders muſt, for this purpoſe, draw - 200,000 J. of Edinburgh 
notes out of the circulation of Scotland; which I have ſuppoſed: 
may be replaced in ſome little time by the Edinburgh-banks ; con- 
ſequently, if this ſum alſo be borrowed at London, there will reſuk 
upon this operation, as well as upon the laſt; a profit of 1064 J. 102. 
But then indeed they muſt be at the expence of bringing down the 
coin borrowed, at 12 5. per 100 l. becauſe thoſe banks will inſiſt 
upon having coin, and refuſe bills on- London. This will coſt 

1200 J. 
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1200 l. from which deduct the profit of 1064 J. 10 f. gained by 
the firſt operation, remains of loſs upon this laſt tranſaction 13g /. 
10s. no great ſum *®. Does it not follow from this reaſoning, that 
the banks of Edinburgh wil have the whole buſineſs of exchange 
in their own hands? What exchanger then will enter into compe- 
tition with them? The domeſtic tranſactions with the merchants 
and manufacturers of Scotland will be their only buſineſs. Far- 
ther, 

What prevents the banks of Edinburgh to have offices in every 
trading town in Scotland, where their notes may be regularly 
paid on preſentation, and new credits given as circulation de- 
mands them? : | 

The only objection I can find to this plan of banking, is the dif- 
ficulty of finding credit at London to borrow ſuch large ſums. 

This, I think, may alſo be removed, from the plain principles 
of credit. If the banks of Edinburgh enter into a fair coalition, 
as they ought to do, I think, in order to form really a national 
bank, totally independent of that of England ; may they not open 
a ſubſcription at London, and eſtabliſh a regular fund of their 
own, as well as any other company, ſuch as the India, or South 
Sea ? By borrowing in the beginning at a ſmall advance of intereſt 
above the funds, and paying as regularly as government does, will 
not all thoſe who make a trade of buying and felling ſtock fill 
their loan, rather than inveſt it in any other carrying a leſs in- 
tereſt? And if the whole land ſecuritics, and flocks of thoſe 


* We are not to ſuppoſe that this yearly balance of 200,c00 /. is always 10 conti- 
nue. We have ſeen how it has been occaſioned by a courſe of unfavourable citcum- 
ſtances, which have run Scotland in debt; we have ſeen how the binks may interpoſe 
their credit, in order to aſſiſt the country in paying it; and we ſhall ſee, betore we dit- 
miſs this ſubject, how they will be enabled to repay it, and fer Scotland free, by a re- 
turn of a favourable balance upon their commerce. Let it then be remembred, that 
all ehoſe contractions in England are properly the debts of Scotland, not of the banks. 
Scotland, therefore, and not the banks, muſt be at all the expence thereby incurred. 
Theſe points ſhall be explained as we go along. | 

B b 2 banks 
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banks at Edinburgh be pledged for this loan, will it not ſtand on 
as good x bottom as any fund upon earth ? And can it be doub-edd 
but parliament will encourage ſuch a ſcheme, upon laying che af. 
fairs of Scotland and the banks properly before them ? | 

By this means they will really become a national bank : em 
England ſeems at preſent to be to Scotland, what all the reſt of the 
world is to England. Now, the bank of England has no ſuch fund 
of credit on the continent, that I know ; and were that country to 
fall into as great diſtreſs, by a heavy balance, as Scotland has been, 
ſhe would find as many difficulties in extricating herſelf by do- 
meſtic borrowings, bank circulation, &c. as Scotland has found by 
the like domeſtic expedients. She would then be obliged, for her re- 
lief, to have recourſe to a fund opened in Holland, Spain, or Por- 
tugal, like to what I propoſe for Scotland with reſpect to England, 

I have heard it alledged, that the whole diſtreſs occafioned to the 
banks and circulation of Scotland, was occaſioned by a falſe ſtep 
taken by them, ſome years ago; at the time when the lowneſs of 
the Engliſh funds, and a proſpect of a peace, occaſioned great re- 
mittances from Scotland, and a withdrawing of the large capital 
of, perhaps, 500,000 /. owing in Scotland to Engliſh 1 of 

Property. 

At that time, it is ſaid, the banks imprudently launched out in 
giving extenfive credits to the debtors of thoſe capitals, and to 
thoſe who wanted to remit the funds they had ſecured in the hands of 
people who could not pay them; that this threw a load of paper 
into circulation, which it could not ſuſpend, being far beyond the 
extent of it; and that, conſequently, the paper came back upon the 
bank, produced a run for coin, which ſoon exhauſted, in a manner, 
all that was in Scotland; and that the 22 has never been able 
to recover itſelf ſince. 5 

This repreſentation is plauſible, and . an air of being founded 
on principles: in order therefore to ſerve as a further illuſtration 
of the ſubjeck of circulation, I ſhall point out where the fallacy 
lies, 
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It is ſaid the banks did wrong in giving thoſe credits. I ſay, they 
did right ; but they did wrong in not providing again} the con- 
ſequences. 

Had they refuſed the. credits, the Engliſh and other creditors 
would have fallen directly upon their debtors, and obliged them 
to pay, by a ſale of their lands, at an under value; which, I 
think, would have been an infinite loſs to Scotland, In this way 
the price would have been paid in bank paper, taken out of cir- 
culation ; for we have ſaid, that he who owes muſt pay, be the conſe- 
quence what it will. This paper would have come upon the banks 
at any rate; and being a balance due to ſtrangers, muſt have been 
paid by the banks. The banks therefore did right to ſupply the 
credits demanded ; but then they might have foreſeen that the 
whole load of paying thoſe debts would fall upon them ; which 
they being in no capacity to do, ſhould have immediately pledged 
in England, the intereſt of the credits they had given out, after 
ſupplying the want of Scots circulation, and when the notes came. 
in, they would have had at London the capital of that intereſt 
prepared for paying them off, and no inconvenience would have 
been found. 

The only thing then the bank ſeem to have misjudged, was the 
granting thoſe credits too haſtily, and to people who perhaps 
would not have inveſted their funds in England, had it not been 
from their facility in giving credit. | 

Banks therefore ſhould well examine the ſtate of circulation, and 
of the grand balance, in difficult times, before they give credit. 
If circulation be full, they may, with juſtice, ſuſpect that the 
credits are demanded with a view of expediency, to tranſport pro- 
perty out of the country, which otherwiſe might have remained. 
But in favour of circulation, or in favour of what might be exacted 
by foreign creditors, banks never can misjudge in giving credit; 
becauſe, if they ſhould refuſe to do it, they in the firſt place incur 
a loſs themſelves ; and in the ſecond place, they diminiſh the fund 


of circulation, and thereby hurt the country. Now when, at 
ſuch 
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ſuch times, a credit is aſked or given, that demand is a warning 
to'banks to prepare; and by preparing 88 are . and no loſs 
is incurred. 

Upon the whole, it is an unſpeakable e to a nation to 
have her foreign debts paid by her bank, rather than to remain 
expoſed to the demands of private foreign creditors; becauſe, 
when a bank pays them, I fuppoſe her to do it upon a loan in the 
funding way, where the capital is not demandable by the creditorz 
whereas when private citizens are debtors to ſtrangers, the capi- 
tals are always demandable; and when a call comes ſuddenly and 
unexpectedly, the country is diſtreſſed. What would become of 
Great Britain, if all her debts to ſtrangers were demandable at any 
time? It is the individuals who owe, in effect, all that is due to 
foreigners; becauſe they pay the intereſt: but they pay this in- 
tereſt to the public; and the public appears as the debtor to all 
firangers, who have no right to exact the capital, although the 
ſtate may ſet itſelf free whenever it is convenient. 

I have ſaid above, that after all the as I had beentble 
to form, 1 could diſcover but one motive to induce a bank to with- 
Hold credit at a time when it was demanded for the uſe of domeſtic 
circulation, viz. jealouſy of other banks. What my combinations 
could not then diſcover, my inquiries have ſince unfolded. 

It is ſaid, that the banks finding ſo great a propenſity in the in- 

habitants of Scotland to conſume foreign manufactures and pro- 
duce, fell upon this expediency of calling in the old, and of refuſing 
new credits, in order to cut off ſuch branches of hurtful luxury 
and expence. 
- Couid the execution of fach a plan prove a 8 againſt the 
vice complained of, this circumſtance alone would more clearly 
demonſtrate the utility of banks upon mortgage, than all I have 
been able to ſay in favour of that eſtabliſhment. 


Let us therefore have recourſe to our principles, in order to dif- 
cover what influence a bank can have in this particular: 


8 we 
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We have diſtinguiſhed between neceſſary and voluntary circulation: 
the neceſſary has the payment. of ans the. voluntary has buying, for its 
object. 

We have ſaid: that he bn is — a —— or e 
as long as there is a ſhilling in the country. 

But he who buys, or inclines to buy, muft have money, or he can 
buy nothing; for if he buys on credit, he then falls immediately 
into the former category, and muſt l.. 

By withholding money for the uſes of circulation, which banks. 
may do for ſome time, buying may be ſtopped ; paying, never can. 

Naw if the maſs of money in circulation is brought ſo low, that 
the higher claſſes of the people, who. conſume foreign pro- 
ductions, cannot find money to buy with, what are we to ſuppoſe 
vill be the caſe with manufacturers, and with the merchants who 
buy up their work: Could this operation. of the bank affect the 
higher claſſes only, by curbing their anti- patriot expences, without 
affecting the lower claſſes, by curbing their induſtry, I ſhould think 
it an admirable diſcovery. If it even could be made to affect thoſe 
merchants and ſhop-keepers only, who deal in foreign commodi- 
ties, ſo as to diſcourage them from carrying on that buſineſs, there 
would reſult from it a notable advantage. 

But alas! wherein are they hurt? They trade in ſuch commo- 
dities, not becauſe they are bad citizens, but becauſe they are free - 
men, and ſeek profit wherever the laws permit. 

Perhaps, they find more difficulty. than other people in forcing 
coin from the bank, as matters ſtand: perhaps, they are loaded with 
opprobrious appellations for extorting ſuch. payments from the 
bank: perhaps, their credits with the bank. are recalled; But muſt 
not thoſe-who buy from them, pay them? And muſt not the bank 
give coin, or bills, for the. notes they receive, when preſented for 
payment? Why, therefore, throw difficulties in the way? All the 
world knows, that no human engine can prevent a merchant from 
laying all the expences of his trade upon the conſumer. Correct 

the taſte of the conſumers, and you may ſtop the trade: no 
/ 7. other. 
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other reſtraint will be of any conſequence.” But in order to correct 
the taſte of conſumers, do not deprive them abſolutely of money; 
becauſe the money the landlord receives, comes from the farmer, 
for the price of his grain, &e. | Would it be a good ſcheme for 
preventing ſoldiers from drinking brandy, to cut off their ſubſiſt- 
ence-money? Give a drunkard but a penny a day, it wili go 
for liquor; and thoſe who are fond of foreign clothing, a ke 
the price of it from their bellies, to put it on their backs, 

If this ſcheme of the bank's withholding credit, proves, at pre- 
ſent, any check to thoſe dealers in Engliſh goods, it will be but 
for a very ſhort time. They have been taken by ſurprize; and, 
perhaps, thrown into inconveniencies from an unexpected change 
of bank management; but as long as there is a demand for fuch 
_ commodities, there will be a ſupply ; and when — they 

muſt pay. No operation of a bank can prevent this. 

I muſt, therefore, according to principles, diſapprove of this 
public - ſpirited attempt in the banks of Edinburgh; becauſe, if it 
ſhould ſucceed, it will have the effect of ruining all the trade and 
induſtry of Scotland, in order to prevent the ſale of Engliſh: goods : 
and if it does not ſucceed, which is more than probable, from the 
aſſiduity of other banks in ſupplying credit, it will have the effect 
of ruining the banks of Edinburgh themſelves. « 

This ſtep, of calling in the bank credits, and opening a fubleription 
for a loan, is repreſented by others in a light ſomewhat different. 

By theſe it is alledged, that in the beginning of the year 1762, 
when the Edinburgh banks withdrew .; of all their cath accompts, 
and opened a ſubſcription for borrowing - in their own notes, at an 
intereſt of 4, and even 5 per cent. the demand for money, to ſend 
ro England, was not occaſioned by the great balance owing by Scot- 
land, but to the high premium money then bore at London; be- 
cauſe, ſays the author of a ner to ht FUG hats Eſq; TOs 
at that time, = 

« This demand ariſes from ctr on carrying money to. Len- 
« don, as a commodity, and not as a balance of trade.“ 


It 
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Fd is not eaſy to comprehend how there could be much profit 
in carrying money to London at 3 per cent. loſs by exchange, from 
Scotland, where it bore 5 per cent. intereſt. 

It is true, that at certain times, there were conſiderable profits 
| made upon ſtock-jobbing ; by which ſome won, and others were 
ruined. I agree, that the country was greatly hurt by the folly 
of thoſe who played away their on property, and by the roguery 
of others, who borrowed that of their neighbours, with an inten- 
tion of gaming at their riſk. But is this a vice which any bank can 
correct, while it has a note in circulation? 5 

If, therefore, it was a ſentiment of patriotiſm which moved 8 
banks to ſuch a plan of conduct, I ſay they thereby did more hurt 
to induſtry, by contracting circulation, than good to Scotland, by 
attempting a thing which was beyond their power to accompliſh; 

If they were moved to it by a principle of ſelf preſervation, I ſay 

they loſt. their aim, by cutting off their own profits, which would 
have done much more than indemnify them for the loſs of borrow- 
ing at London, at the time when money there was hardeſt to be 
got: for whatever exorbitant expence of exchange gameſters may 
incur, to procure ready money to play with, the rate of the 
ſtocks at that time never was ſo low, as to afford a profit upon mo- 
ney remitted at 3 per cent, loſs by exchange, while that money was 
bearing 5 per cent. intereſt at home. 
The loweſt rate of ſtocks was in January ES Towards the end 
of that month 3 per cents. fell to 634: this makes the value of mo- 
ney to be about 4/. 125. per cent. In theſe funds, certainly, no 
body could inveſt, with profit, money ſent from Scotland. 

After the new ſubſcription had been open for ſome time, ſcrip 
indeed, or 4 per cent. fell in this month ſo low as 744, that is, mo- 
ney roſe to 5.4 per cent. whereas had ſcrip ſtood at the proportion of 
the 3 per cents. it ſhould have been worth about 84: but at the be- 
ginning of a war with Spain, when the minds of men were. de- 
preſſed, and filled with apprehenſions, and when a new loan was 
perhaps expected at a higher intereſt than ever government had 
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given, was it natural for people to be fond of inveſting in a 4 per 
cent. ſtock, which was to fall to 3 per cent. in a few years: 
Beſides, let us examine the profit to be made by inveſting even in 
chat fund. 100 J. produced in Scotland 51. intereſt, that capital: 
remitted to London at 3 per cent. exchange, was reduced to 9y l.: no 
if 74.51. produced 41. the produce of 977. would be about 5 I. 47. 
Would any man for the ſake of ; per cent. advance of intefeſt on 
money remitted, ever think of ſending large rums to London W be 


| inveſted in a falling ſtock? ?: ad cx 


I allow that, upon opening ſubſcriptions, teat prot dil 
times made by thoſe who contracted with government, and who 
received the ſubſcriptions at prime coſt. But this profft depended 

entirely upon the ſubſequent riſe of the ſubſcription, hen che 
original ſubſcribers brought it firſt to market; as alſo from the 
ſmall ſums they had advanced: this operation was over before the 
end of January 1762. The ſmalneſs of the ſum advanced, upon 
which the profit was made, and the miniſterial intereſt which was 


' neceſſary to obtain a ſhare in thoſe ſubſcriptions, rendred it ex- 


tremely difficult for people in Scotland to ſhare in the profit by re- 
mitting large ſums in the proper point of time. 

Farther, might not the banks, in the ſhort period during which 
ſuch large profits were made, had they had the exchange in their 
hands, have raiſed it ſo high as to fruſtrate the attempts of our Scots 
gameſters? If it be faid, that exchangers wolil Have Hfappointed 
them, by giving it lower ; I anſwer in the negative: becauſe to that 


ſet of men exchange will rife, of itfelf, in proportion to the valug bf 


money in the place to which people incline to remit it. And could monty at 
any time bring in, at London, 20 per cent. intereſt, ente ron 
that place would riſe univerſally in proportion. h 
The only motive, not already mentioned, for ſending money to 
London at this time, under ſo great diſadvantages, was the proſpect of 
a great rife upon the ſtocks, in the event of a peace. Upon Which I 
obſerve, that the value of that probability was included in the then 


price of ſtock; and had the probability of a peace, in January 1962, 


been 
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been great, flocks would haye riſen in Proportion: he, therefore, who 
veſted his money in ſtock, by remitting from Scotland at that time, 
upon an expectation peculiar to himſelf, [ conſider as a gameſter, 
and as an ignorant gameſter too; becauſe he was giving odds upon 
an equal bett. This every man does, who, without any proſpect 
of a praſit peculiar to himſelf, pays a high exchange to bring mo- 
ney ta a market, where he buys at the ſame price with thoſe who 
pay no exchange at all. 

From theſe conſiderations, I am led to differ from the ingenious 
author of the letter to J. F. Eſq; who ſays, © That in the preſent 
% caſe”. (the circumſtances operating in January 1762,) © the de- 
« mand” (for money to remit to London) © is unlimited, and no 
6 provifion the banks can make can be of uſe; on the contrary, 
could they find a treaſure, ſuppoſe of a million, it would only 
« ſerve to increaſe it ; becauſe this demand ariſes on a-profit on car- 
„ rying money to London as a commodity, and not as the balance 
of trade. 


CHA P. XIV. 
Oo optional Clauſes contained in Bank Mater. 


8 we are examining the principles upon which banks of cir- 
culation upon mortgage, which iſſue notes payable in coin, 
are eſtabliſhed i in Scotland, it is proper to take notice of every cir- 
cumſtance which may ariſe from the extenſive combination of the 
intereſts of trade and circulation, eſpecially when we find ſuch cir- 

cumftances influencing the political welfare of ſociety. 

An optional clauſe in a bank note is added to prevent a ſudden 
run upon banks, at a time when more coin may be demanded of 
them than they are in a capacity to pay, 

, Cc.2 Banks 
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Banks not regulated by fate, are private ' conventions, in 
Which the parties may include whie conditions they think fit. 
Banks, therefore, may inſert in their notes, the conditions they 
judge moſt for their own advantage. Thus, they may either pro- 
miſe peremptory payment in coin upon demand, or they may put 
in an alternative, that in caſe they do not chooſe to pay in coin, they 
may pay in bills, or in transfer of their ſtock, or in other circulating 
paper not their own; or they may ſtipulate a certain ſpace of time 
after the demand, with intereſt during the delay. All theſe alter- 
natives are inſerted, in order to avoid the inconvenience of running 
ſhort of coin, and of being obliged to ſtop payment altogether. 
We have ſaid above, that the profits of banks conſiſt in their en- 
. joying the fame intereſt for the notes they lend, as if the loan had 
been made in gold or filver. This is a very great object, no doubt; 
bur the policy of nations has eſtabliſhed it, and therefore v we ſhall 
fuppoſe it to be an uncontroverted principle. oo 


In which ever way, therefore, an optional clauſe is inſerted; it 
ſhould be ſuch as to cut off all profit from the bank, upon all paper 
preſented for payment, from the time of preſentation ; and every 
artifice uſed to ſuſpend the liquidation of the paper, to the advan- 
tage of the bank, and prejudice of the bearer, ſhould be conſidered 
f 25 unfair dealing in the bank, and prohibited by law. 


When dne optional clauſe has no tendency to procure advantage 
to the bank, in prejudice of the holder of the paper (except ſo far 
as the holder is thereby deprived of the uſe of coin, which on cer- 
tain occaſions cannot be ſupplied by the paper) it becomes the duty 
of a ſtateſman to examine how far it is expedient to ſuffer ſach 
ſtipulations to be inſerted, in a money which is calculated to carry, 
on the mercantile intereſt of the nation. 

Banks, we have faid, are the ſervants of the public, and they are. 
well paid for their ſervices. Although the notes iſſued by them 
are not commonly made a legal render in payment; yet the conſe- 
quence of a well eſtabliſhed bank, is to render them ſo eſſential to 

I | circulation, 
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circulation, that what is not a legal urn ere becomes one, in has, 
from the force of cuſtom. 

Let us therefore examine the advantages which reſult to banks 
from this optional clauſe, and the loſs which reſults to a nation 
from their uſe of it, and then compare the advantages with the in- 
eonveniencies, in order to determine whether or not it is expedient 
to permit ſueh obſtructions in the eirculation of paper. 

The advantages which banks reap is confined to that of gaining 
time, at the expence of paying intereſt. The intereſt paid by them is 
an aukward operation. They receive intereſt for the note; becauſe 
rhey have-in their poſſeſſion the original ſecurity given for the notes 
when they were firſt iſſued; and they begin to refund this intereſt 
to the holder of the note from the time they make uſe of the optional 
clauſe. Could the banks, therefore, borrow coin in a moment, and 
pay no intereſt for the coin which they pay to the holder of the 
note, they would certainly never make uſe of this optional clauſe; 
But this coin is not to be found in a moment; and the banks, to 
fave themſelves the trouble, and the expence of augmenting the 
fund of coin, or of procuring a fund out of another country, upon 
which they might draw for the payment of that national balance, 
which, by becoming banks, they tacitly engage to pay for the na- 
tion, render the credit of individuals precarious with ſtrangers, and 
raiſe a general diſtruſt of the whole ſociety which they ought to ſerve! 
Here then is a very great loſs reſulting to a nation from the eſta- 
bliſhment of banks. Were no bank eſtabliſhed, no merchant would 
contract a debt to ſtrangers, without foreſeeing the ready means of 
diſcharging it with the coin circulating in the country. In propor- 
tion as this coin came to diminiſh, ſo would foreign contractions 
of debt diminiſh alſo. Thus credit, at leaſt, might be: kept up, 
although trade might be circumſcribed, and manufactures be diſ- 
couraged. Now when, in order to advance trade and encourage 
manufactures, a ſtateſman lends his hand towards the melting 
down of ſolid property, and countenances banks ſo far as to leave 
that operation to them, with the emolument of receiving intereſt 


tor 
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for ali their papers and when, in order ta facilitate dhe dnmlazion 

of this paper, the very inhabitants coneur in chrowing all their 
ſpecie into a bank, is it reaſonable to indulge banks ſo far as to 

allow them to add an optional clauſe, which diſappoints the whole 

ſcheme, which ſtops trade, ruins manufactures, raiſes the intereſt 

of money, and renders the operation of melting down property 

quite ineſſectual 1 the e e me —— nn 
Farther, 

n muy be at, in uin — is Frogs 
eſtimation, let it be brought from ever ſo diſtant a country ;- beeauſe 
"we know that the quantity to be prqvided, never can exceed the 
value of the grand balance. But who can eſtimate the loſs a nation 
ſuſtains, when an interruption is put to carrying on trade and ma- 
nufactures? When the induſtrious claſles of inhabitants. are forced 
to be idle for a ſhort time, the conſequences are hardly to be re- 
paired: they ſtarve, they deſert; the ſpirit of induſtry. is extin» 
guiſhed; in ſhort, all goes to xuin. 

Beſides, when banks do not lay down a well digeſted * 
paying regularly, and without compl-ining, this grand halauce due 
to ſtrangers, they are forced to have recourſe to expedients for pre». 
ſerving their credit, more burdenſome, perhaps, than what is re- 
quired of them and nat near ſo effectual for removing ede 
veniences complained of. | 

The expedients they fall upon to obtain 8 coin, 3 bills, 
axe ſo various, and ſo complicated, that they alone are able to ex- 
plain them. x A nan 

Sometimes we ſee them entring into contracts with private mer. 
chants and exchangers, (living among themſelves !) who Bae 
a certain premium to furniſh coin as it is demanded, The 55 
quence of this, is, to expoſe the bank to a new demand for coin, 
from the very contractors, in order to fulſil their engagements; an 


abuſe we have taken n e ee e ehrt. 
latin of England. 1 ee le \ 


2 
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Let us ſuppoſe-rhat 'theſe-undertakers for eoin do really ſet out 
by doing in part what banks ſhould eFH do themſelves, that is, 
by bringing from another nation, the edin which they are to ſupply. 
What is the conſequence? The banks pay the undertaker foi this 
coin in their own notes. Did they only engage to pay a certain 
intereſt for: the coin ſo provided, then the end would be a qmm 
pliſnhed, with the additional expence ro chem of paying the under- 
taker for his expence, trouble, and profit. But if they, inſtead of 
paying intereſt for the coin ſo furniſhed, ſhall iſſue their notes for 
the full value of it, ſuch notes can never enter into domeftic cireu- 
lation, ſo as to be ſuſpended in it as it were; becauſe it is not do- 
meſtic circulation which has demanded them: they muſt then 
return upon the bank, either from the very hand who received 
them, or at leaſt, after a ſhort circulation ; and thus draw out again 
the whole coin furniſhed by the undertaker. This produces a pro- 
digious circulation of coin, and induces people to imagine that: 
either the grand balance is inexhauſtible, or that the premium upon 
money at London is very high, or that people can contrive à ficti- 
tious balance, as a means of profiting! . _ after the yr oe 
has been actually pads. 

This method of providing coin is abfolitery PREY and vperis 
a door to infinite abuſe.” Thoſe who furniſh the toin to the bank, 
are either in the combination againſt the bank, ant draw it out as 
faſt as they throw it in; or they are not in the corhbiration: if they 
are in the combination, they profit by it; if they are nit, they are 
hurt by their contract, and other exchangers draw the advanita age: 


iin 


Let me ſuppoſe that they are not in the comibnatio, nd fe At 


4 


| e b er OI ae 4117; "4 
as little ſucceſs. They uſed, during the war, to buy vp, with thin paper] the coin 
brought in by privateers ; and after they had been at this trouble, che notes they had 


gived for it returned vf on them, and drew it out again. ; 
COIN 
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coin they have procured, -is.not in conſequence of a lan, but of a 


credit given them in the place from which the coin is ſent; for I 

never can ſuppoſe that. any, merchant will borrow, coin upon a loan, 
and lie out of ſo large a capital while he has bank notes in his 
hand to pay up what he has received. If he has procured t this coin 
upon credit, will not this, when it comes to be replaced, augment 
the grand balance againſt the nation in favour of the country or 
city which granted that credit? And muſt not that balance be paid 


by exchangers out of the coin received by the bank? If, therefore, 


we ſuppoſe that the undertaker does not draw out the very coin he 


had juſt delivered into the bank, will not exchangers do it for him; 


will not they be ready with notes, as ſoon as the coin is lodged i in 
the bank, to draw it out, and ſend it off, in order to furniſh the un- 
dertaker with bills to fill up his credit, for the coin he had received 
from people reſiding in the place to which the exchangers have 
ſent coin, to be ready to anſwer their draughts? Does this differ in 
the leaſt from what is called drawing and redrawing, which is ſuf- 


ficient to ruin any man, and muſt. not a like dice ryin a, bank, 


by raiſing exchange to a monſtrous height? 


This being the caſe, che ſhorteſt and the beſt method of preyent⸗ 
ing ſuch abuſes, is to oblige banks to pay upon demand, in coin or 
bills, at the option of the holder of the note. This will forte them 
into the method of providing them; to wit, fairly borrowing money 
from nations to whom we owe, and paying a regular intereſt for it, 
without an obligation to refund the capital, until the grand balance 


| ſhall take a favourable turn; in which caſe, the banks will regorge 


with coin drawn from ſtrangers, and theſe ſtrangers will then find 
as great an intereſt in being repaid, as the eser in borrow- 
ing from abem, while the balance was in their favour, 

We have ſaid, that a ſtateſman ſhould oblige all wen banks to 
pay regularly upon demand, in coin or bills, at the option of the 


holder of the note. But then he muſt facilitate to them the means 


which he has in his power, of 0 themſelves with the coin, 
or bills demanded. 
For 
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For that purpoſe, he muſt, firſt, provide them with a mint, for 
how, without a mint, can a bank convert into coin the metals it 
may provide from other countries? Next, he muſt put that mint 
under ſuch regulations as to cut off all proſit from money: jobbers, 
who will be ready to draw coin out of the bank the moment they 
find the leaſt advantage in tampering with it. In order to prevent 
this abuſe, a reaſonable rate of coinage ſhould: be impoſed, accord- 
ing to the principles laid down in the third book; and when banks 

have occaſion to pay a balance out of the nation's coin, a drawback. 
for part of the coinage ſhould be given them. This drawback will 

fupport the value of the coin; and the loſs of the remainder will 
engage them to export bullion preferably to coin, when it is to be 
found: and if no drawback were 27 the r would be 
totally loſt to the bank. 

When this deduction is given, the coin mai de melted Jo 
and ſtamped in bars at the mint; both in order to prevent frauds 
in the drawbacks, and to diſappoint ſtrangers who receive it at the 
price of bullion, from gaining the price of coinage when they return 
it back, And in the laſt place, all light coin ſhould be baniſhed out 
of circulation, and made to paſs by weight for bullion, at the cur- 
rent price of the market. All banks ſhould both receive and deliver 
coin by weight, when the ſums are ſo conſiderable as to require 
full bags of coin to pay them. . It is not here neceſſary to repeat. 
what has bcen faid upon this ſubject at ſo —_ length-in another 

lace. | 
: The method of facilitating to banks the means ; of providing bills 
for the payment of foreign balances, is, ſecondly, toaſſiſt them in pro- 
curing loans beyond the diſtrict of their own circulation. If govern- 
ment ſhall be ſatisfied that the intention of demanding ſuch loans, 
is to enable the bank to interpoſe their credit in favour of the trade 
and induſtry of thoſe who circulate their paper, and who have no 
way of paying ſuch balances, but with their.ſalid property; in that 
caſe, government will, undoubtedly, aſſiſt the bank in obtaining 
VOL II. Ds loans 
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loans for ſo national; a purpoſe, by deelaring the ſecurity upon 
which they deſire the loan to be good, eke angry e e 
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W E have hitherto ed of the een which W 
national banks of circulation, we now come to examine 
fome peculiarities attending banks of a ſubaltern nature, which 
for the part truſt to the national bank for all ſupplies of coin; 
and when this reſource fails them, they are thereby involved 
in difficulties which are not eaſily got the better of. Beſides this 
inconvenicnce, to which all ſubaltern banks are ſubject, my are 
frequently expoſed to competition with one another. 

A national bank enjoys ſuch great advantages from the ability 
of its credit, and the regularity of its operations, that it is not eaſy 
for any other private company to eſtabliſh FIRE upon the ſame 
ſolid ſyſtem. 

When any banking company is eſtabliſhed, which draws its ſup- 
port from a national bank, the facility of carrying on the buſineſs 
by ſo great an aſſiſtance, naturally engages other companies to imi- 
tate their example. From thence ariſes a competition. All ſuch 
banks begin to conſider the circulation of their own diſtrict as their 
undoubted property, and they look with an eye of jealouſy * 
every note which does not carry their own mark. 

The great point of their ambition is to gain credit with the na- 
tional bank ; and could they obtain of that company to receive their 

notes, 
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notes, or to give them eredit for their druughto, in caſes of neceſlity, 
they would be at their eaſt; beexuſe the national bank would then 
be at the whole expence of providing coin and bills, and they would 
have nothing to chink of, but to extend the ſphere of their own 
circulation. Oy Bree} 

With reſpect to all theſe ſubaltern ſocieties, the national bank 
will no doubt ſteer an equal courſe. I ſuppoſe every one to be 
ſettled upon good ſecurity; without which they do not deſerve the 
name of banks. 

In proportion to their ſtocks, and according to the ſtate of the 
national balance, they may, as well as any private perſon, on many 
occaſions, draw conſiderable ſupplies of coin from the national 
bank, without lying under any obligation to it; becauſe whenyes 
change is low, they can realize any part of their ſtock into Goin, 
out of the national bank, at very little loſs, excepting the intereſt 
of it: for intereſt muſt wen bs reckoned . every guinea which 
lies in their cheſt. 134 

Did theſe banks canfidet one ban, in a proper light, they muſt 
ſee in an inſtant that the ſolidity of every one is equally good; be- 
cauſe I now ſuppoſe chem all ſtanding upon the principles of pri- 
vate, not mercantile credit, as above explained. 

What benefit chen can they poſſibly reap from their n jea- 
louſies, from gathering up each other's notes, and coming with a run 
upon one another from time to time? The conſequences of this 
will be, to oblige themſelves and others to preſerve for domeſtic cir- 
culation a larger quantity of coin than is neceſſary, and thereby to 
diminiſh their on profit: to take up their attention in providing 
againſt their own reciprocal attacks, and thereby neglect the pro- 
viding a ſupply for that demand which is indiſpenſable; to wit, 
the payment of the grand balance due to other nations; at Which 
time rhe reſource of the national bank will certainly fail them, 
The managers of every one of them will pretend that it is they who 
are ſaddlcd with this burden; but the nature of the thing ſpeaks 
tor itſelf. 


D d 2 Wherever 
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"Wherever this grand balanck is tranſacted; the exchangers fed. 
ing in the place will Have recourſe to the bank tiere eſtabliſhiec 
and if there be more than one, that which pays with the greateſt 
readineſs will have the beſt credit, the moſt notes in circulation, 
and the largeſt profirs upon the Whole. If any one is found ſlotv, 
or difficult in paying ũts paper, erchangers will be the move punc- 
tual in making their demand for payment, and they will even be 
averſe to receiving ſuch notes from their correſpondent. 

Every man who has occaſion for credit from a bank, will apply 
to that whoſe notes are the moſt eſteemed. In ſhort, there will'be 
profit, in the main, to the bank which pays the beſt, although I 
allow that at particular times there may be ſome additional incon- 
veniences, unleſs a regular plan be laid down on . e 
above deduced. 


This however is a vague reaſoning; becauſe the matter of fact 
is not known. All that can be ſaid with certainty, is, that while 
no public regulation is made with regard to banking, every one 
will carry on the trade according to his views of profit ; and private 
animoſities between different companies, will only tend to diſtreſs 


the nation and themſelves, as experience has, I believe, diſco- 
X 1 * 1 
vered. ** | trees — 


If, as matters ſtand, a very great inconvenience reſults to Scot- 
land from the want of a communication of paper credit with Eng- 
land, and if thereby an exchange of 4 and even 5 per cent. has been 
paid for bills upon London, becauſe all the coin of the country is 
locked up in banks ; I aſk what would be the conſequence, it banks 
had their will in baniſhing from the circulation of their own diſ- 
trict, every other notes but their own In that caſe, we might, in a 
ſhort time, find an exchange of 4 and 5 per cent. between Fife and 
Lothian, between Glaſgow and Ayr, and ſo of the reſt; What would 
then become of manufacturers, who could not diſpoſe of their work at 
the diſtance of a few miles, without having recourſe to exchangers 
for their payment? If ſuch an abuſe were once allowed to creep 
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wy chere vuld he no otber remedy but to deſtroꝝ banks altogether, 
and throw the little coin thexe is into circulation. 
oOnſtthe other hand, when banks) are in a good underſtandiog. 
when they are eſtabliſhed on ſolii principles, when their paper is 
iſſund on proper ſecurity; the public is ſafe; and in every little diſ- 
trict, under the wings of their on bank, there will ariſe a ſet of 
exchangers; who will give credit to merchants and manufacturers, 
and who will have recourſe: to their on bank for the coin or bills 
neceſſary. for their occaſions. This will naturally divide the pay- 
ment of the e balance e n. in a due e 40 
their circulation. 1 6m 
- I ſhall now conſider the . . a direct a \ Rndaſionn 


to ſettle banking upon mortgage on a proper duty to eee 
national purpoſe. 1931 


49 
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ROM —_ _ FAR cl, : we _ Wee = were a 
national bank upon mortgage, eſtabliſhed on a plan calculated 
to anſwer the purpoſes of the moſt extenſive domeſtic e- 
it might be regulated in the following manne. 
io, Let a large ſtock of property, of one ſpecies or other, be pro- 
vided, in order to gain the confidence of the public, and let it be 
pledged for the payment of all the notes. 
2do, Let all ſolid property intended to be melted down into paper 
money, be firſt conſtituted in ſuch a manner as to be caſfily fold, 
and in the mean time ſecurcd to the company, for their advance, 
preferably 
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preferably io every other perſon;/ and let it be 6f/a.vevenue fully 

fufficient to acquit the intereſt for ere. 
- ztio, The capitals due to the bank muſt not be demandable by the 

bank, as long as the intereſt is regularly paid. 

4/0, Every one who conſtitutes his property according to the regu- 
lations, muſt be entutted-r01a proportional credit from them. 

Sto, All bank ſecurities) muſt be pledged in the hands of govern- 
ment for the intereſt of whatever money the bank may borrow Ow 
their conſent, beyond the diſtrict of their own circulation. 

6to, Government muſt ſupport the bank in n dhe enen 
of their funds. 18 A012 
7to, Let bank notes be payable to bearer,. ae. in coin, or in 
inland bills to the value, or in a transfer of a weaning perch 
at — per cent. all in the option of the holders. 

Were ſuch regulations eſtabliſhed, the borrowing 3 wt 
would become very eaſy; any man who 1s maſter of his property, 
though incumbred with debts, might put it into bank regulation, 
might raiſe upon it what ſum he thought fit, with which all his 
debts might be paid off; he might even give credit upon it to thoſe 
who otherwiſe are not in a ſituation to obtain it: for which credit 
given, a profit in the rate of intereſt might be allowed to him. Were 
a plan concerted conſiſtently wich the principles which have ſug- 
geſted this general ſketch, all borrowin g and lending of money 
would ſoon center in. the bank. Soqureies, oy be eaſy; ana ex- 
pence greatly avoided. | 

A national bank, when rightly conftimted, may Mibwgver be. caely 
indulged in more extenſive methods of circulating their paper than 
upon land ſecurity./ The bank of England is allowed by charter to 
iſſue notes for diſeounting bills of exchange, it may, trade in gold 
and ſilver, may advance money to government upon the ſecurity 
of taxes impoled and levied within the year, But ät is in general 
debarrcd commerce, and every precarious object of trafic. The 
reaſon is plain. The paper it iſſues becomes the property of the 
nation, and may form in a ſhort time the greateſt part of the cur- 


rency 
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rency of it. In ſuch acaſe; were the bank expoſed to loſſes Hy erade, 
or inſolvency of debtors for great ſums, the hole credit of the na- 
tion mighit be ruined, and all the lower claſſes of the manufactur- 
ing inhabitants vndone, before ſuch a blom could be repaired. 
Vnder proper regulations, bank paper might be made a legal ten- 
der in every payment: in which cafe it is hardly poſſible that any 
conſiderable demand for coin ſhould ever be made a them, ex- 
cept for the payment of the grand balance. 
This national bank may have different offices, in different cities 
within the kingdom, and theſe will make ſubaltern banks both 
uſeleſs and unprofitable. It might even be ſtipulated, that a certain 


proportion of bank ſtock, in the name or for the behoof of any 


city, ſhould entitle that city to a proportional part of the adminiſtra- 
tion within their own diſtrict. As theſe are only ſpeculations, not 
plans, I need not ſet about removing objections, which are con- 
ſtantly many and well grounded, whenever any new eftabliſhment 
or innovation is propoſed. All I aim at is to fer this principle in a 
clear light, to wit, that it is the intereſt of every trading ſtate to 
have a ſufficient quantity of paper, well ſecured, to circulate through 
it, ſo as to facilitate payments every where, and to cut off inland 
exchanges, which are a great clog upon trade, and are attended 
with the riſk of receiving the paper of people ene credit i is ow 
doubrful. ©» 
| For this purpoſe, I have propoſed chat inland bills ond de ae. 
mandable from the bank at par, as well as ſpecie. 5 

It would be ai. admirable improvement upon this ſcheme, to 
make a like regulation as to foreign bills. However, this fpecu- 
lation is reſerved for another opportunity. All I ſhall ſay, ar preſent, 
upon that head, is, that as we have ſeen how the whole national 
balance muſt be paid by banks (who circulate paper payable in coin 
on demand; and who conſequently muſt, on ſome occaſions, draw 
the metals from abroad for that purpoſe, in order to fill up the void 
made by exchangers, who ſend them out) and it would, I think, be 
fhortning, in ſome meaſure, that operation, and be a means, at the 
| 7 ame 
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ſame time, of indemnifying the bank in this reſpect, o regulate 
1 matters ſo, that all foreign | es might be tranſacted there Lt 
fixed rates, according to the place where the exchange is to be maile, 
without erecting any monopoly for chat purpoſe in favour of the 
bank, or depriving any one of the liberty to deat in exchange; who 

can afford it at more reaſonable terms than the bank; but of this 
more when. we come to the: doftrine of exchange, I 
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7 no national bank be eſtabliſhed under proper regulations, 125 
entire liberty allowed to every one to take up the trade who can 
iſſue his notes, I think it would be againſt all principles of good policy 
not to oblige ſuch banks to keepopen books, to be inſpected regularly 
by ſome authority or other; in order to ſec upon what ſecurity that 
paper ſtands, which is the inſtrument of commerce, a part of every 
man's private property, and which, if any part of it ſhould once fail, 
either through the knavery, miſcondu&, or misfortune, of a par- 
ticular company, would caſt a general difcredit upon all paper, and 
de a means of bringing on thoſe e which we have ſo often 
mentioned. 

I know the ordinary objection againſt this, is, the inconvenience 
of throwing open the ſeerets and myſteries of trade. As to the myſ- 
teries of trade, this point ſhall be examined in another place. 
But here, l ſay, there is no queſtion of trade in which any riſk is 
Implied: and if any one can ſuppoſe, that, at any time, the affairs 
of 4 bank are! in {6 ticklich a ſituation as not to bear inf pection, that 
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publics city of notes iſſued, and the 

— — — for them. They have 
no huſineſt to examine the ſtate of their caſh, or of particular 
people's: credit. They maybe without a ſhilling in their coffers, 
and-Rill their paper be as good as if they had a million. Such an 
inſpection, as I propoſe, would rather confirm than ſhake their 
credit, but it would be a means of preventing them from launching 
out into ſpeculations in matters of commerce, which is not their 
diſtrict; and from gaming with national property. 

If it be ſaid, that this inſpection would lay open the affairs of 
many private men, debtors to the bank, I anſwer in the negative ; be- 
cauſe no man's credit is hurt by his having a caſh account, and no 
inſpection is requiſite, as to the ſtate of that accompt with the bank. 
The credit may be either quite full, or quite exhauſted ; this par- 
ticular intereſts no body but the parties themſelves ; but it is eſſen- 
tial to know upon what ſecurity the credit has been given ; becauſe 
every man who has a note of ſuch a bank. in his poſſeſſion, has a 
. eee ann 
ſtands. 38800 57 . 

It is not ſufficient to * chat the holder o e an 
of the ſecurity, may demand payment. It is not here the intereſt 
of any individual, but that of the public which is attended to: and 
if, according to the principles of common reaſon, it be juſt, that a 
creditor ſhould have it in his power to watch over the abilities of his 
debtor, ſo as to ſecure his payment; certainly it is equally juſt, that 
the public (which I conſider here as the creditor) ſhould be made 
certain, that what is circulating with as great facility as the King's 
coin, contains a real value in it, Would it be a good anſwer 
from any man who held a piece of falſe money in his hand, for 
the uſe of circulation, to ſłreen himſelf, by alleging that it it be 
falſe, no body need: to take it. It is the right of every man to dete 
falſe coin; but it is the right of government only to detect falſe paper 
becauſe law only can authoriſe ſuch an inquiſition. Does not the 
charter of the bank of England eſtabliſh this right in government ? 

VOL. II. Ee It 


io o 
tl 

* 

| © 

q, 


118 AN UU ire TAR PRINOIPTIAS BAW... 
It inte bank be confined t6 certam particular branches of folidrede) 


where little riſk is incurred, might not government ennminc, hen 
neceffiry, whether theſe degulations have-beenobſerved; and how 
can this be done windet rel an inpection as is here recoms 
mende? A WHEY 41996 exit 92907: dh Aten 202 2d eich 11 
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x anſwer to chis queſtion is: vor hoert. 

From che principles we! have deduced, it-;is. e that. tis 

both the office and intereſt of banks to give credit to all en 
n ſecurity for u. bog who nn 4); 

e cauſe of doubt upon deioqueſtian, een — certain 
inconveniences which have been of late experienced; in Scotland 
but which never would have been felt, had banks attended to their 
true interch, in providing funds to anſwer the demands of thoſe 
who are either obliged,” or who find am intereſt in paying aff what 
the nation es upon the grand balance to foreign ere. 
Fo ſet uus matter in d cleur light, let me ſuppoſt that, ſome time 
ago, the banks Wad at onde withdrawn all che credits grantad to 
exchangers; and opened a ſubſcription for a loan of moneꝶ, equal 
to what they might eſtimate the ſum borrowed by that ſet of men 
within the ceny, for the ſake; of carrying on their huſtaeſg n 

According to principles, theſe two operations ſhould,go bhagd.in 


hand: the recalling; the crodits would, no doubt, have greatly Mil- 


rrefſed (exchangers; but a log as they could find money to 
4 8 9 8 borrow 


u- IVE) ro, DBAONOMEY zu 


- borrow n private hands, chat incanyenience would hae been 
leſſuned. Beſides, I apprehend that the late euſtom among ex- 
ficulty they felt in obtaining extenſive credits from the bank; and 
if this be che caſe, then there has been a lacrum caſſau to the 
bank of 5 per cent. upon the amount of all theſe borrowings ; be- 
cauſe exchangers, I apprehend, would prefer a credit from the bank 
at 5 per cat! d a loan at 4 per cent. payable on demand, according 
to the occaſions of thoſe who keep their money with them. 

The moſt effectual method, therefore, to hurt exchangers, would 
have been to have recalled all their credits, and offered to borrow, 
upon the fame terms, what was lent to chem. 

The execution of ſuch 2 plan would; Ichivk, have been, 1. -diametri- 
guy oppoſite to the intereſt of che banks; 2. would have occaſioned 
ſuch a run upon exchangers, as to throw them into great diſtreſs ; 
and 3. would have ended in the total ruin of the trade of Scotland. 

That ſuch a plan is diametrically oppoſite to all principles e 
banking, I ſuppoſe, is by this time ſuſſieiently underſtood. 

That it would have occaſioned à run upon exchangers, is pretty 
certain: becauſe however good their credit might be, it muſt be 
acknowledged to be inferior to chat of the banks; and therefore no 
body un ener, them for debtors, to the _— ms the 5 
terms. 115113 22rgd bo (£33 19t nogH S784 t Io 791 idw 

The third een is as evident, Win pee re As 
the other two. The run upon the exchangers would have obliged 
them to make a call upon all the merchants. and dealers in Scot- 
land, to whom they gave credit: for which purpoſe, and for which 
alone they find nn —— . Wei an en 
4 cu. n 

he call, chen, bw the — Wee 0c is 
neither more or leſs m a call nne 2 in the 
brake or Soc. 0 Tor brd 
Nov we have eee 3 per. The che 
"- . owe to exchangers; che latter are preſſed by their cre- 

| Ee 2 0 ditors, 


r AN NDH O THE PRINGIPLES Boon NV. f 


dirorsltancb ay uit what She have, Which genſiſta, n money 
only when thatas exhauſted, they, muſt ſhut up, ſhop... again 
callicuppn- the; mer chan o, RA, ml bh, With, Nhat-theg meh 
This conſiſts in goods, ang, in he manufacturęs f Scatland: 
_ theſe ghey ml fell at 39% Price, There May not he tone ſufficient 
to export, Wich advantage:...Torwhom. then muſt b AflB of ol 
people within the country, who have no money to, buy, with; ber 
cauſe, credit is withheld by, that body, which only can, give, ir 
| conclude. with the,pld\ fayingrof the a/, 91691rtq 10 20lq 
N nam quadgne codem mudb. ſoluitur qua galligatum a e ve bos 
The beſt method to eſtabliſh credit in an induſtrious nation, is 2; 
bank properly regulated: and the beſt methods to ruin x effectually. 
when eſtabliſhed, are the wenn ere en of fuch a bank. 
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Ayr notre ON Honnef Girepiationc, Ng 5111 TOE on M 719. 
KOM mne princite 8 abo "Reduced, there ariſe three e priticipal | 


3D 241) fl Ant nos 01 yigt 99% . 
' objects of attention een 3 . 
The firſt, the circulation of paper for domeſtic 1 ſes. EE TCA A 
The * the method of providing coin for that purpo 10 to 1. 


1 he third, be, metheq of paying faxeign, balanges,,,, MW 
Theſa ahres obiects- are ahſalutely different in dei, mature, And 
they are influenced byodiſfſerent principles. The conſequence of 
blending chem together, is to render the ſubject, which is abun- 
danthy” intricate in its OI nature? ul more dark and perple red. 
What is to follow has no relation to any plan propoſed for Ae * 
ir 16 Oly intended as 4 farther Muſttatlon df the; general pt weißles 
which influence this brauch- Gf my füblectc r . e 


4%, As to the circulation of paper for ae ee 907 n 
le 
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Eds Bech far, that” the gfent unity og baus f= diveulation 
upon mertgatze, was tts Facilitate che meking dow of ſblid pt6- 
in order to enable every one ho Peas property] to eiseultte 8 
ee the 4dvancerflent of Mduſtry- fil 2323009 ein! 
Fr dite Pürpoſe he cbtles t 4 bank, pledges the capital be wants 
6 hell do wn, and receives for his 6Uligatioh, bearing itereſt, paper 
möhey Which beird none. 3760 ow 110905 9 F Di Sg 
Als paper money, 1 ſuppoſe to be as ſolidly wetbel 25 the prit- 
ciples of private credit can make it. I; ſuppoſe the bank to be eſti 
bliſhed by authority, according to the regulations already men- 
timed and che notes made à legal tender in every payment of 
dvRit debrs; by which 1 underſtand he- payable within the country. 
From theſe data, Tay, that the regtilar merliod by which the bank” 
ſhould acquit the obligation in the notes, is- by reſtoring the ſecu- 
rity granted at iſſuing the notes, if they be returned by the debtor 
in it; or by a transfer of a ſum of intereſt equivalent to the notes, 
if they are preſented by 2 other. FS, er obligations laid 
upon banks to pay in coin, br is only an equivalent 
expected from them in lieu of their ro | 
Wien” paper iſſued Ra NN CORNER un de to a a 
were it not for the profits oh' their trade, L ſee no reaſon why a 


Fran bers be obſcrred, r in grey moo Pu he win, 9 4 


bu 6d, it is abſolutely neceſſary to connect with it the d YO ye of the 
in order to affix a determinate value to theſe denominations. This may ealily ok 
without implying, as at preſent, an obligation « =; the bank to realize into cin every 
bit of paper in circulation.” * 110 ALE Doi vill D{(029! 211 
The interef,, therefor of the wc apa n Mela . 
b ütbesrt n ede uad the crvins Fed d inteseſt nbd by the bank, to tholt hs ling. 
in notes for pyment, may alſo be demandable ia coin from the bank. 1 1 1. 
Theſe, payments will bear a {mall proportion ta the paper in Firgulations a3ciptereſt 
mult be, vr low i and epming ar fixed irma of, pa, proviſion will ch be mpade-!, 
for BSIPer 5.17 Gt byloqo1q 054q 75 93 QODET91 O09 444l WoLlO! ,in 
7 8 haoy: pn: in appar che.omn. of the; Sh 19pd.05 the, t. ef A the. 


mes demandable in 2 K value of tbe puterg will effeRyally ſupr 
83 the value of the cpi, 
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bun mould pay in any other ſpecies of property that whiat' it 
received ; and if, by the intereſt they receive for their notes, they 
are abundantly indemnifled for all rhe difference between paying 
in coin and in transfer, think the public would be a gainer to diÞ 
penſe with that obligation i in lieu of an'abatement of intereſt; which 
would be « an advantage to. commerce, not to be any gm 
the other. TAN 

Father „Alie buſineſs of providing coin 1 4 totally different from 
that of ſupporting domeſtic circulation: it is founded on different 
principles: it requires men of a particular genius to conduct it: the 
difficulties to be met with are not conſtant; and nne cannot 
form a regular branch of bank adminiſtrati n. 


2d», The method of providing coin for domeſtic circulation is 5 the 
buſineſs of mints, not of banks, 


I have, in the third bock, treated very fully of 150 5 ad ase 
of coin, and of mints. I have ſhewn the difference between mo- 
ney, which is the ſcale for reckoning value, and coin, which zs certuin 
denomination of money, realized in à proportional weight of the precious 
metals. 1 have ſhewn how neceſſary a thing it was to impoſe the 
price of coinage upon the metals manufactured into com: and 
Thave ſaid, that it was ineonſiſtent with all principles, to allege 


3 


value. | | 3 

The expence, PH 3 ng the —_ ſhould be thrown 
upon thoſe who want coin; and the mint ſhould be obliged to on- 
vert gold and ſilver into coin,: upon the e paying the 


that the metals, W com ages —— _— no additional 


— b9y7195591 9d VH nil af. „ 1, vs 1 ens oT 

This coin daded with the price of ld never will be ſent 
| ren: to pay a foreign balance; never will be locked up in banks, 
which will have linte occaſion for it. It will, therefore, remain in 


circulation, and ſervei thoſe: purpoſes for which the inhabitants 
think flt co:employ ico 6 1: vtovildb oAgm: enngd vio avdV 

This coin,:V ſay, never will be:txparted, as long as any uncoined 
metals can be found in thecquniry::;and if upon a. national diſireſs 
ff | it 
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x is chought fit, to facilitate the exportation of it, Ane 
we-obſexyed. above) appoint the mint reef order to 


melt is down info ingots, Sen with the mark 0! 7225 S5 eps 
ing 9 the bearer — Per ON f the coinage. atis LDITE 410 FN 
11-384, The trade of paying o foreign, | balances will n bec mc 
a particular branch of buſineſs: of which w © tal "hen more 5 Al 
large, when we come to examine the. inciples of exchan 5.090 PR 
„Al that is neceſſary to be ſaid in this place, is to recal e prin 
ciple ye have mentioned above, viz. that when, a nation 
pay in her. metals, Mmagufactures, and natural produce, What "The 
owes to ſtrangers, ſhe muſt pay in her ſolid property ; ; that is, "the 
_ mortgage the revenue of ſuch property, for a capital borrowed 


ou of the country, which capital. ſhe ; muſemploy # for the payment of 
her foreign debts.. 


This operation then owls e e by: a e e 
Ne N 
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HAT bank notes can never be abe AS vide) bur 8 

a perſuaſion that they may be exchanged for it on demand. 
To this J anſwer, that it is ſufficient they be received as value; 
and that they anſwer every purpoſe in carrying on alienation. The 
uſe of money is to keep the reckoning between parties, who are /o/- 
ven; the uſe of ſpecie or coin is to avoid the incomvenience of 
giving credit to perſons who perhags:may not be ſ a. 
When merchants make delivery in accompt, uheyithen give cre- 
dit to their cuſtomers: when they ſell for bank bills; they give 
credit to the bank: hen they are paid in coin, they give credit to 


no 
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no body becauſe becauſe they, receive rhe real valve þ in the « coin. Where 


then is the difference between receiving the real value, and receiv- 


— 


ing an obligation for it, concerning the validity of which every one 
| in the country is perfectly ſatisfied 5 


Is there a merchant, in any country in che world, who will fell 
one. ferthing upon an hundred pounds cheaper to a perſon who 


pays in coin, than to another who pays in good paper; unleſs the 
extrinſic circumſtances of the country ſhould, at that time, give aa 
* price to the metal of which the coin is made. 


Money, we have ſaid, ought to be invariable in its value coin 


never can be ſo, becauſe it is both money and merchandize : money, 


with reſpect to the denomination it carries by law ; ; HTS, 


with reſpect to the metal it is made of. 
But it is urged, that if I have coin I may pay any where within | 
the commercial world, at the expence of ae, and! in- 


ſurance. I grant this to be true. 


But I anſwer, that the principal uſe of coin, is, not to fend 
it out of the country; but to keep accompts clear among inhabi- 
tants within the country. If there be a variation in the value of 


coin, according to circumſtances, that variation muſt affect the in- 
habitants in their tranſactions. No one can gain upon this coin, 


without ſuppoſing a relative loſs to ſome other, whether they per- 
ceive it or not. Muſt not this diſturb all reckoning ? Maft it not 


diſturb prices? Since at different times, I may be paying the ſame 
denominations of coin for the ſame commodity ; and yet be paying, 


really, more value at one time than at another. Is not then the 
moſt invariable money the beſt calculated for the intereſt of trade, 
and proſperity of manufactures? Whence ariſe complaints againſt 
paper money, and regrets for want of coin? They iſſue from thoſe 
who both wiſh to profit of the riſing value of the metals contained in 
the coin, and who endeavour to perſuade the public, that its inte- 
reſt, and not their own, is their object. 

What a trifle is a foreign balance, let it be ever ſo great, com- 
pared with the whole alienations of a country! Is it Rae 
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diſturb the jay of all domeſtic dealings, i in order to furniſh an 
opportunity to a few dear-Gghted'7 people, who tan upon ſome occa- 
ſions, profit of the fluchuming value of the fubſtante of which the 
coin is compoſed, to the prejudice of the ignorant? If the country 


ces a dalance to other nations, let it be paid: nothing ſo jun, 


nothing 10 eſſential to the intereſt of the country which is de debtor. 
Et the precious metals are the moſt proper vehicles, as i may fay, for 


conveying this value, let em de procured and ſent off; but never let 
us ſay, that becauſe ſome of our money may be made of that metal, 
chat all our money fhould be made of it; in order thitt thofe wh 
kravtact the balance may hive an opportutiity of ſending wur metals 
away with greater eaſe, and thereby of Yepriving us of the means df 
carrying on alienations among ourſelves: Let every ont char Tths 
coln ſend it away: nothing can be ore juſt; nothing Trivre toh- 
ſiſtent with principles: but let nim fend it away 48 u nale, 
carrying in its boſom the price of making it, wicht he Has paid, 
and for which his foreign creditors will make bim f allowance. 
Exchangets run to tlie coin 6 the nation, for paying, with the 
leaſt expence to themſelves, the balance they are about to rranfact. 


When that reſourc is cut off by the impoſition of coinage, the na- 


tion will preferye at leaft her darling fpecie; and then exchangers 
will be obliged, by the beft of all bras, their own inte ref. 
10 think of ocher expedients; bullion, manufaRures, and natural 
produce. And when all theſe carne to fail, a regular plan maſt be 
laid down, and authoriſed by government, for obtaining credit in 
other countries, by Mortgaging the revenue of the ſolid property 
ot the kingdom; according to the Eon we ſhall acne when 
we come to treat Ka 8 
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How bs a return AY a ene ir Balance the Bank "ou be enable 
1 pay 2 the Debts 12 5 40 \ Foreigners, and thus deliver the ation p 


un that Burthen... rund 
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| Md. Wan hin handen io Finthen uch dehia and mort 
gaging the property of Scotland to: ſtrangers, for the, pay- 
ment cf a grand balance, really acted, as the guardians, of the 
public, by interpoſing their credit, and by conſtituting themſelyes 
as debtors for the whole; taking for their relief, eee ; 
rities upon the effects of individuals... | ; 194 T1 
We have alſo pointed out how, by. this, operation, the, maſh of 


bank ſecurities comes to be greatly augmented... , ,-. ..,/; -,. 


Before the payment of any balance for-. the behoof of Scotland, . 
the ſecurities in the hands of the bank can only be equal to che 
notes in domeſlic circulation, and accumulated profits thereon. Let 
this be called (A). In proportion as theſe notes come back upon 
the bank, in a demand for bills to pay balances, in the ſame, pro. 
portion is there a ſum; of ſecurities added to the former maſs 
(granted upon new credits given for filling up the void eee 
occaſioned to circulation) which, quantity I ſhall call (B ꝰ·ꝛ: 

(A) then aN the eee equivalent to the notes in 4 


culation 4.111 1 #7. 1 "3 v4 51111 
10 Saalbau hs PRs in equivalentto he des comrade 
the bank in favour of ſtrangers. 191910 


Nov let us ſuppoſe trade to become n or — che inte- 
reſt of the money, which the natives had ſent abroad, to inveſt in 
foreign countries, begins to flow back: what will be. the effect of 


this? 0111. (1 [1 4 Oi br id ot 9d lad 4H; lle Mt ur hits, 
0 I ſay, that this balance will he paid to Scotland, cither in coin, or 


in the metals, or in produce, or in manufactures, or in hills. 


In 


En Hobs 2 OF BOLKTHOATL AIG ONOMVr 247 


In every caſe, it muſt be ſuppoſed to be beyond the conſumption 
of Scotland ; otherwiſe it will not be a balance in their favour. 
Whatever part of it, therefore, proves ta.} yond the conſumption 
of Scotl d, will be turned i into money. = money muſt — 


aan bank 5 
extinguith a — — which we have 
called (A). But then there will be more coin in circulation than 
formeity; conſequently, mere cin will enter into payments 
tothe bank than formerly. But we muſt ſuppoſe, that befo 
favourable turn of commeree, there was coin enough both 3 
bank and in the country for the uſes of domeſtic circulation; ch 
ſequently.. the bank will ſend off this ſuperfluiry of coin, and with 
it they will refund a part of the debt they formerly contracted : 
- Through all this chain of reaſoning we muſt always ſuppoſe 
the money in circulation to be a {terminate Jum; otherwiſe the ſuper- 
adding this foreign balance in coin will not occaſion, 48 we have 
fad, a return of a proportional part of᷑ the bank paper. 
in the next place, let us ſuppoſe this favourable We 0 conſiſt 
in foreign bills, upon London, Amſterdam, &c. - Theſe will be:diÞ- 
counted by the bank, and notes iſſued for them. The bills will be 
ſent off By the bank, in order ſtill to extinguiſh a part of what ig 
owing to foreigners.” Theſe notes, again; being ſuperfluous: ts 
circulation, hieh we ſuppoſe to be N dann return apo dhe bank 
and ftil-diminiſh/the maſs of (A). 17 enen NOK) (4 
By theſe operations we ſce how A) will be conſtantly diminiſh- 
ing; but then in the ſame proportion we ſee how the] maſk-of 
foreign debts will alſo be diminiſhing: conſequentiy (B), which 
was engaged for them, will be returning to be the free property of 
the bank; and as we ſuppoſe no variation upon the ſum in 'cirens 
lation, we may conſider this as a fort of converſion! of (BY into (A), 
2 when all (B) ſhall be thus converted into (A), th then he debt 
1 g lim anke 2112 formerly 
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| HAVE examined, with all the care Lamm capable of, che nature of 
banks calculated for the melting down of ' Hd ' property, and 
conyerting i it into paper for chie uſe of circulation: 
The} nature of ich banks is But little known in countries where 
Ig have nat d been eſtabliſhed, and a diſtinct account of them may 
eſt hints, which in time may prove uſeful. 1.1 $191,685 
f ple who do not employ their thoughts'on the theory of trade 
ad cred are,apt to overtook objets of reał utility; and thoſe who- 
oy Ex. 440015 the opportunity of being informed of the cuſtams 

of different r nations. Were my experience greater, or had I more 
Fav to dive into the receffes of this' great object, the work 
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now elent to the public would better deſerve its attention. 
"1 wel proceed to a deduction of the principles upon which'are- 
founded tote banks which are principally calculated forthe wſe of 
commerce; and as the ground-work of my inquiry; 1 ſhall "trace 
Tome of the principal operations of the bank of Englanc. 
The eſtabliſhment of this great company 'was formed about the 
year 1694. Government at that time having great occaſiow for 
money, a fer of men was found he lent to it about 1,200,000 /. 
| ee at 8 per cent. forthe exclufve prlvilege of banking for 1; 
Lars; with this addirtnal chauſe, that 4060 / ſterling, per nu 
Sura be given mem Aire need a e 1 — 
51 en L101! (1 1 10 he 16 is 


»4 
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mis ſwrgiof. 1259, 0 Bexling, was the! ofigipak bank. eck. lt 
has baoninee inereafed: to 14,909.08 4 by faxther loans to govern 


ment, for the prolongation of their privileges; a has bern taken 
notice of in the 16th. chapter of the ſecond part. 


This ſtock, as in banks of circulation upon mortgage, is only to 
be conſidered as a ſubſidiary fecurxy do che public for the notes they 
ulue:. were it the principal and only ſecuriy for their paper, this 
bank would then be tquaded. on the principle of public, not of 
mercantile credit; under which laſt denomination. we are going to 
B AS: we have already 
exp 1 
His a rule with the bask of England to iſſue no notes upen mort 
gaze, permanent laan, or perſonal {ecurity- Phe principal branghgs 
af their bu6nefs may be. comprebended under four articles, viz. 
4, Ihe circulation af the ade of Landap:, a. The oxchequer buſ- 
neſs of Great Britain: 3. The paying che invexelt of all the funqs 
trans ferable at the bank 4. Their trade in gold and ſilver. 1 thall 
now ſhortiy explain, the naturg of theſe four great eee a0 
ſurſt as to the circulation of che trade of London. 

Ven ue ſpeak of the circulation of trade, we underſiand the cip- ; 
ke of money paid on the account of trade, 505 

the great occupation of the London merchants engages mem to ö 
ſunplify their buſineis as much as poflible, For, thus, they commit 
10 brokers exery Operation which requires no peculiar talents or in 
genuity in the merehant himbelf ; and. for a like reafon, they com: 
mit to the bank and private bankers the care of their caſh. 2 

A Scots merchant begins by drawing money from the, ban 
which he pevs intereſt; a London merchant begins 80 parting | 
money into tie Lank, for which luz draws no intereſt at all * 

A London merchant, therefore, can give no order upon t ne he bank, 
unleſs at 4 time when he has money lodged i in it.. 

H he has decaſion for money at any time, he lends 10.1 the bank 


de bills; he bag before hey become: gue, 2nd gg bank tiſcounts 


them at certain rates, according to their nature. 


If 


2 AN INK MP0 TRE PRINGIANES Bietvnes' 
n Ig foreign bill, e ban inadiſcvunting ig! xd taifis of d 
fum, at the rate of 4 per cent. per annum, for the time thechill hast 
run; but if che bill be ara longer day than 6 days, they: will not 
. diſcount it. So in this caſe, ie merchant muſt keep his- hill until 
it is within 60)days'ef'thd!terni of:payment. £492itud ig 911 
he reaſon for: this is evident: the ſecurity mwpon-whichifuctt 
- bills Rand; is purely mertantile} » The nearer; therefore, the phy- 
mint is, the/leſs rk the bank incars from he failure.of thoſe'who 
are bound in it. 1 nattt wrote wolls 
he — Gsendenben uf een kae ep in pee 
employ the caſh in the bank in a way to draw an intereſt for ita 
but as merchants alle their money to he dead for as ſhort a time 
as they poſſibly can, the bank muſt have quick returns for what 
they advance upon diſcount, in order to be: conſtantly ready to un- 
ſwer all demands. This ig n loſs to the bank, and a prodigious 
advantage to trade, as f ſhall briefip explain. : mn. 
he bank is eonſtantly receiving caſh from every perſon who 
Keeps cheir caſh with it. Ns occaſons a conſtant fluctuation of 
payments, which of ebutſe muſt leave at all times a conſiderable 
ſam of other people's. money enn never is in 
Adqᷓance to any one-.- 2 to prumolib otra νννπνννν,ẽỹ Au 
By long practice b e eee 
minate: let us call it the average-monen.an the/ hands / of the bank. 
Jes then With this average: money alone, that the bank can diſ- 
count! bills. Now if che trade of London does afford bills to be 
diſcounted at different dates within days, dufſicient to abſorb the 
whole average - money of the bank, appropriated, for diſeaunting 
this. branch uf huſineſs would not go forward with the elekity 28. 
10 far as to diſcount at a longer da.. 111.9910 
From this we learn another reaſon hy: the bank ef England diſ- 
counts no hill which has more than GO dag t run. The xk, 
mentioned already, is forthe greater ſacurity of payment: and the 
5 which we now difuover, is in order toi be able to diſcount 


more 
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more bills than otherwiſe; they could do, did ee a: 
Ns a 9101} 211 40t nn. wy Aa 37 Þ to 9781. 0th 16 aw 
As I am here upon the ſubject of diſoounting bills of _— 
by the bank of England, an operation. it has in common with all 
the private bankers in the capital, Imuſt anſwer a queſtion L have 
frequently. heard propoſed. M13 bl 21 en 101 Hotennt ad 
How it, happens, that.ia o city allt argen tredg as Lande ins 
poſſi ble that people ſhould be found even among merchants, Who 
allow their money to remain in the hands of bankers without inte- 
reſt hen ãn Scotland, a place af ſo little trade, GAY always - 


be got fer money for the ſhorteſt time?? olg 
The anſwer to this queſtion . derived from he e prins 
_ ciples of trade itſelf. SITES $101 een 1. A 


„The . nv 3 the: hands of; dhe 
bank, or of bankers, though very canfiderable at all times, is in 
perpetual fluctuation: it cannot then be lent to any but a banker, 
who would conſent to pay intereſt for the ſums in hand. But no 
uch banker can be found, nor ever will be: found, until all the 
bankers in London conſent to ſuch a. regulation. The reaſon is 
plain. One principal uſe che bankers make of the average- money 
in their hands, is the diſcounting of bills. Who then could pay 
intereſt for money, and diſcount, in competition with others of the 
ſame trade, who have it for nothing? 9103 11 H$s0 an 11 ditt 

But ſuppoſe the bank, „ come 
to the reſolution n * the e e _— 
what would be the conſequence? eb KITY2Htb ms 

I anſwer, chat upon ſuch an alteration! A abr 
the preſent rates, to the great projudice/ of the trade of the nation; 
and bankers would lend the money in their hands "oO" SA 
precarious ſecurity for the ſake of a higher intereſt. * vt 

All the landed men vvho reſide in London, and many —— „ 
people, not concerned in trade, conſtantly keep their money either 
in the banle, or in ſome bankers hand, without intereſt: this en- 
ables bankers in general to diſcount (ordigu bills at 4 per cont. as 

on 6 | has 
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nas been feld, even when the rate of imereſt is rether ah. hat 
ſtandard. This is, as it were, a contribution from the ru e, 
in favour of che tratle of che ration. v3 2 bock 
Let, chrrefbre, ——— woher AAS 
any other expedient than chat of obtaining itereſt fer it, from 
thoſe who diſcount bills in London. Net one of mem cun afford 
to do it, ard thrive by his bufineſs; and the. hurt which would 
refult to trade in general, will conſtantly be a —— 
* gerreral reſolution for that purpoſe. it 
What has been ſaid, will, I hope, prove Gia@nty ane cha Gun 
n of the queſtion above propoſed, ſo fur as regards London It 
remains to be ahſwered; how thoſe who ſupply the plate cif bunkers 
in Scotland, and even the banks themſelves, can afford 8 
reſt for any ſum put into their hands for à ſhort time. 62 
I anſwer, that as to the Scotch exchangers, — 
them, the profits on their trade admit of borrowing money at inte- 
reſt, which that of the bank of England and private batikers can- 
not do. If thefe laſt can gain 4 or 5 per cent. by diſtounting of bills, 
it is all they can honeſtly expect: every other employment of the 
money ih their hands is precarious, either as to the ſecurity or 
-promptirude of calling it = Ge: 12 are 
mate upon them. | [{+ 4344 
As to the Scotch banks, we nde en . 
All principles it is, to borrow money in Scotland. How it dimi- 
riſhes the profits upon their own trade, and hurts the cireulation of 
the country; but although it diminiſhes their profit, it carries 
along with it no poſitive loſs to them, #s would be the cuſe with a 
London banker, who would pay intereſt for all the money in his 
ants, when he never can draw any back; except for that par: 
which we have called the awerage. 
Every London banker is obliged to have a certain ſurm of eaſh 
conſtantly in his cheſt; the irrereſt of which Would be all leſt, did 


"he pay for it: whereas the exchangers in Scothitt never have a 
mhilling by them; and when any demand is made upon them, they 
draw 


| 
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47 ranch 

Beſides foreign bills, — ths Hank of — at 
4 per cent, they alſo diſcount inland bills, and mm 
tween merchants in London, at 5 per cent. Are twee 

be inland bills to be diſcounted at che —— all l 
e The bank calls in ech weg from _ diſtant Wn ee 
of the kingdom. $: 

As the diſcounting of notes of * —— tate es 
might operate the ſame effect, as if the bank ſhould advance them 
money upon perſonal ſecurity, in cafe the notes were drawn for 
obtaining credit, in place of paying money really due between 
the merchants, in the courſe of buſineſs, the clerks of the bank 
keep a watchful eye over this branch of management, and, by 
examining the reciprocal draughts of merchants between them- 
ſelves, they eaſily acquire a knowledge of the ſtate of their affairs, 
and are thereby enabled to judge how far it is expedient to launch 


out in I either the notes or * 11 are con · 
cerned. ITET wry tyre it £2 


SJ 


«+ 4 ſhall not — mats 1 the price of — 
the bank makes a difference of 1 per cent. between foreign and in- 
land bills of exchange. It may either be an indulgence and encour- 
agement to foreign trade; or it may be upon the · conſideration of 
the better ſecurity. of foreign bills, which commonly paſs through 
ſeveral indorſations before they are offered to be diſcounted at the 
G 

come next to the crculcion between the. bank e- 
chequer. * | * | Ats ccd 

The bank of England; is to oy * Yararmah whata private pexſon's 
banker i is to ham. It receives the caſh of the exchequer, and an- 
ſwers its demands. 5 14 En enn 

.,Caſh comes 0 the 3 n the — taxeg . The 

dome wn — Ta explain 

Ae m TA. oodw bo. Hr-a. this 
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his operation with the e dine ee the eee 


of the exciſe, (12HE RATE 
The exciſe is computed to bring in amm from London, and 
the fifty two collections over all England, nett nn the — 
above four and a half millions ſterling. 6 4 να 
The fifty two collectors ſend the amount of their collections to 
London eight times a year, almgſt entirely in bills, As the fame may 
be ſaid of the remittances of all the other taxes, we may from this 
 tircumſtance obſerve by the way, that London alone muſt conſtantly 
owe to the country of England a ſum equal to all the bills drawn 
upon it; that is to ſay, to all the taxes which the country pays: 
a circumſtance not to be overlooked, from which many things mer 
be learned, as will be taken notice of in the proper place. 
© The bills ſent by the fifty two collectors, are drawn payable to 
the commiſſioners of exciſe; they indorſe them to the receiver 
general; he carries them to the bank as they fall due, and gets a 
receipt for the amount; this receipt he carries to the exchequer, 
who charge it in their account with the bank, and deliver tallies to 
the receiver general for the amount of his payments; theſe tallies. 
he delivers to the commiſſioners of exciſe, who enter them in their 
book of tallies. This operation is performed once every week, and 
ſerves as a diſcharge from the commiſſioners to the receiver general. 
The bank, again, keeps an account with the exchequer, which 
is ſettled once every day, by two clerks, who go from the bank to 
the exchequer for that purpoſe. When coin is wanted by the ex- 
chequer, for payments where bank notes will not anſwer, the coin 
is furniſhed by the bank ; when paper will ſerve we rim: paper 
is iſſued. MUIR 
| Beſides this operation in the receipt of taxes, the bank advances 
to government, that is to the exchequer, the amount of the land or 
other taxes impoſed, which are to be levied within the year. ©This 
we ſec is a loan upon government ( ſecurity for a ſhort term, quite confiſtent 
with the principles upon which the bank is eſtablifhed. The large 
3 ums 
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Hane dle bank is gouſtantiy receixing gf public 2agnry, and the 
great aſſiſtance it obtains from thence in carrying gp the other 
branches of their trade, ænahle it at preſent io make advances of 
money to government at g per gent, It obſerves the ſame rule with 
reſpect to the great companies of the Eaſt Indies, and South Sea, 
For the ſame reaſon: but no advances are made to private people: 
and in diſcounting of bills and notes of hand, the regulations above 
mentioned axe adhered to. 

Thus che whole amount of taxes is poured j into the bank, in the 
manner we have been deſcribing. g. 

The bank alſo keeps the transfer books of all the funds nego. 
dated at the bank ; and out of the public money in its hand, it pays 
the intereſt of thoſe debts, for which government allows to the 
bank a ſum proportionate to 6 exhgeuce of char branch of m. 
nagement. 10 * 

When the bank, as a company. lends ro. government upon a per- 
manent fund, the capital whexeof is not demandahle, this operation 
is foreign to their buſineſs as a bank, and is conduQed by the com- 
pany, as an article of management of their private property. 41 

Let us now examine by what channels their notes enter into gir- 
culation, and the ſecurity upon which they ſtand. 

When iſſued in the diſcount of bills, they ſtand, upon the prig- 
eiples of mercantile credit, and depend, upon the goodneſs o of the 
bills diſcounted, When iſſued upon the faith of taxes. 10 be paid 
within the year, they, ſtand upon the ſecurity of that pay ment, 
which is of a very complex nature, as any one may perceive. As 
long as the inhabitants of England conſume exciſcable goods, the 
exciſe. will be paid: as long as trade goes on, cuſtoms will LEG 
and as long as government ſubſiſts, the collateral ſecurity 0 
fate will ſerve to make up all deficiencics in, tlie amount 8 taxes. 
No ſecurity, therefore, can be better than the notes of. the b. ank of 
Ae e government ſubſilts. The loſſes ch At great company 


meet with from bad debts, Lam informed, are very  incoaliderable. 
| G g 2 The 
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- The'preateft riſk the bank Tutis, is in diſcdunting bad bills But 
by the extent of their buſineſs ini this branch and by circulating the 
caſh of all the merchants'who keep accounts with them, they ac- 
quire ſo perfect a knowledge of che ſtate of their affairs, that it 
rarely happens thar any one can fuil for very conſiderable-ſums, 
without the bank's having a previous notice of it. A ſudden lo; 
may no doubt happen, without a poſſibility of being foreſeen ; but 
the matter of fact proving that their loſſes upon bad bills are in- 
coniſiderable, we may thence infer, that there is but little myſtery 
to the bank, with regard to the eredit of London merchants. 
- I come now to the laſt branch of their eee to wit, their 
trade in gold and ſilver. | r El i 
For the circulation of bank notes, coin is neceſſary. We have 
Teen, in treating of the Scotch banks, how coin is brought in: to 
wit, in conſequence of all the payments made to the bank, in 
which there muſt be a proportion of coin equal to what is found in 
common circulation. What is not paid in coin, comes in, in their 
own notes, which ate thereby taken out of the circle; and conſe- 
quently make place for a ſubſequent ſupply, which aged in the 
— have deſerib e... A URS 
In times of peace, and a favourable balance of trade, vor bank 
ſaffers little by the obligation it is under to pay in coin, except ſo 
far as the great confuſion of the preſent currency affords an ocoa- 
fon to money - jobbers to melt down the new guineas. Ihe extent 
of this traffic am no judge of, and the bank no doubt has an inte- 
reſt in preventing it as far as the laws have provided a . 


againſt it. Has! 
hut when large payments are to be made nen the diſtreſi of 
— is no doubt very great. wn n⁰u,ð 


In Scotland, the banks, upon ſuch as totally drained 
Kine They have no market for the metals; becauſe they have 
no mint to manufacture them into coin. It is different with reſpect 
to the bank of England; their diſtreſs proceeds from another 
cauſe. 


The 
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The exportation of the heavy guineas in time of war, and of a 
wrong balance upon the trade of England, leaves circulation pro- 
vided with a light currency, in which the bank is obliged to pay 
cheir notes; and che intrinſic value of che gold in which they pay, 
regulates the price of the metals they axe obliged to buy at market. 
It hey provide them themſelves from abroad, they muſt pay the 
price of them in bills of exchange. But chen the lightneſs of the 
currency at home, ſinks the value of the pound ſterling, as it raiſes 
the value of the ounce of gold and ſilver. So the only conſiderable 
loſs they incur, is in providing the metals, which muſt ever be 
conſiderable, ſo long as the old guineas remain in circulation. 
The loſs upon coining ſilver is ſtill greater than upon gold; be- 
cauſe, beſides the loſs incurred by reaſon of the lightneſs of the 
gold, the metals in che ſilver and gold coin of Great Britain, are 
not 2 to the value pa bear in the Longlan, marker, 


'FEEAEET 


lads. in en place. 

It is with great diſſidence that I i an EE. to a company 
ſo knowing in the arts and ſcience of trade, for preventing, ina great 
meaſure, this loſs in providing the metals for the uſe of circulation. 
The bank is directed by long experience, and by a knowledge of 
many facts and circumſtances hid from me; and which, therefore, 
cannot combine into a theory founded chiefly upon reaſon. 
Ihe expedient I propoſe has been pointed out in the ꝓreceeding 
parts of this inquiry, and I only recapitulate it briefly in this place, 
to recal it to mind while we are on the ſubject of the bank of Eng- 
land. f „ Rlaicgs 

Firſt, then, hile the coin is of unequal weight, the value of the 
currency never can be permanently the ſame. Did the bank ſeri- 
ouſly ſet about forming a plan for the reformation of the coin, I 
have no doubt but government, as welt as the voice of the nation, 


r e eee in eee te1 % mae 
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* Sce Book III. Chap. 21, Queſt, 7. 
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e Fecont ftp world recommend, is thut gover ment duld 
enuble the bank to eſtablih a funtl in Holland, Antwerp; Kan 
burg, and perhaps at Cadiz and Liſbon, for borrowirig (though at 
a high intereſt) ſums of money equal to what A due by Rug. 
land to the continent upon certain emergenriess. 
I cannot pretend to lay down any plan for this operation; Hut al 
proceed upon this principle: that if on like occaſions the Britiſli 
government dan ſind credit to borrow ſo large ſums for the uſes of 
War, at a very moderate intereſt, furely the bank of England may 
Imitate her example for che uſes of trade; and had ſhe a credit 
abroad, upon which ſhe could draw, I think it —̃ (—V 
the coin of the nation might be kept at home. 1 
"'T have been an eye witneſs to large ſums in new Engtith ain 
thrown into the melting pots of the Dutch mints, for tte ſtnüll 
profit of leſs than 1 per cent. gained by coining them into ducats. 
A ſmall duty impoſed upon coinage in the Engliſh mint, would 
prevent this Practice abroad; and then Britiſh coin would *totte 
Tafe back again, upon every return of a favourable balance on their 
trade. At preſent it comes home in bullion, which the bank mut 
buy dear; the ſtate muſt coin at a conſiderable Expenice 3 atid the 
bank after all muſt give it to circulation at the mint price, which 
is many per cent. below prime colt, as matters have web or ſeveral 
cars. 4 | s YIFFIIOG 
I From this review of the conſtiti tution of the bank of England, and 
of the principles upon which it is founded, we may diſcover how 
impoſſible 1 it is, that banks upon mortgage and private credit, thn 
,Fyer receive any conſiderable aſſiſtance from it; and how grotnd- 
"Jeſs, all inſünuations concerning its jealouſy of ach Companies 
mut be. oy % non 
1 more natural object of its jealouſy i is that of the London bankers, 
"who. carry on a trade fimilar to its own, in many reſpects, and who, 
in the courſe of their i draw from. it very large'q uantities 
of coin, eh erg | int 219 


1: | / ' 1 
* 8 9 9 i 14 9 
ow 1 He" . 4 , 414105 , 44 Aal, * 


This, 
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This, however, occaſions no ill. will on the 1 bank. 
The trade of London requires the aſſiſtance of all the bankers there, 
às well as of the bank. Were it otherwiſe, the bank, by diſcount- 
ing bills at a leſs profit, might ſoon oblige them to ſhut up ſhop. 
In-this view of the matter, * en coin from the bank cannot 
be prevented. 

The bankers call for s no more than their bufinels g requires. Could 
the bank, therefore, circulate the whole trade of London, the con- 
ſequence would be, to iſſue as much coin as at preſent: and the 

coin which iſſues from bankers, like to that which iſſues from the 
bank, if it be for the uſes of domeſtic circulation, returns to the 
bank in proportion as it iſſues: and if it be for payment of a foreign 
balance, the bank knows well that the expence of providing for 
that, muſt land upon it, in ſpite of every method to prevent it. 

I muſt now explain the difference between the effects produced 
upan the circulation of coin, by the operations of banks eſtabliſhed 
upon mortgage and private credit, and by thoſe of the bank of 
England, which we have ſaid to be eſtabliſhed upon mercantile 
ſecurity- 

The conſequence of a bank u upon mortgage, is to fill che nation 
with paper money, and to yeduce the quantity of coin to the loweſt 
ſum poſſible. For the truth of this propoſition, I appeal to the ew 
perience of Scotland, and of Rome, where banks upon mortgage, and 
moveable pledges, are found eſtabliſhed. From theſe facts, and from 
the principles of their conititution, which is to melt down property 
into money, it follows, that when the credit of ſuch money is well 
_ eſfabliſhed, the coin, which is the money of the world, will be 
employed in trading with the world, and the paper, which is the 
money of the ſociety, will be employed in trading with the ſociety. 

The conſequence of thas, is, that when the balance of trade runs 
againſt a country where. banks upon mortgage are eſtabliſhed, the 
coin firſt goes out: and when, by borrowing, i it can be brought back, 
the intereſt paid — the coin borrowed, adds an additional balance 
* the country, until the whole revenue of it becomes the 


property 


232 AN INQUIRY INTO THE PRINCIPLES Book Iv. P. a. 


property of other nations. From this we may conclude, chat the 


eſlabliſhment of ſuch banks is as dangerous a weapon ir the handè 


of an idle nation, as an extenſive credit is to the N n 
ſpendthrift. * 

But let us conſider the conſequences of ſuch bande to an induc: | 
trious people, who preſerve, upon the average of * trade, a fa- 
vourable balance with other nations. | $64 

The coin, then, goes out to return, and ſerves as a check upon 
the courſe of exchange. I here ſuppoſe proper regulations in the 
mint, and an entire liberty to export coin. Permitting the exporta- 
tion of coin where you have a mint, for paper to ſupply its place, 
and a favourable balance on your trade to bring it back, is like 
eſtabliſhing two ſhops for the courſe of exchange. If the exchanger 
will not ſerve trade at the price of es INI and inſurance, the 
coin will do it for him. 


In ſuch a country, a bank, hwy eſtabliſhed, will find great 
profit upon the intereſt of their notes, notwithſtanding of the obli- 
gation to provide, at all times, the quantity of coin neceſſary for 
circulation. All the great objects of trade will then be fulfilled ; 
the reſt mult be left to the operation of political cauſes. 

If the balance of the trade of ſuch a country ſhould have the effect 
of bringing in an addition of coin, which, becauſe of the paper, 
would become unneceſſary for circulation; this coin, or the value 
of it, will cither be added to their ſtock in trade, or will be lent to 
other nations. This is the caſe of the Swiſs: they are an induſtrious 
and a frugal people; they receive annually from their trade, and 
from the ſervice of their citizens in many countries in Europe, a 
conſtant addition to their wealth, more than their trade demands, 
which they lend to their neighbours ; by theſe means they increaſe 
the revenue of the ſociety; and this increaſe has effects almoſt 
ſimilar to an extenſion of their territory; becauſe it is a means of 
increaling their population beyond the proportion of the natural 
produce of their lands; and the food they import from, Germany 
and other countries, is paid with the money which ariſes from the 


4 intereſt 


— 


— : 
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;ndervftiof uh dhe y have len Abroad All theſe opetatidns:arethe 
conſequences of credit and circulatio . 
Ina country where a mercantile bank is eſtabliſhed, the melting 
down of property 1s circumſcribed acg . _ 
becomes more neceſſary. 

We have often faid, that, a ing its 53 muſt con- 
ſtantly bear a proportion to alienation. Circumſtances will deter- 
mine what proportion of coin and what proportion of paper will be 
neceſſary for carrying it on. Theſe circumſtances, under banks of 
circulation upon manbage. eee paper ſo much that little coin 
is required. ü 

Let us now examine wy far the paper of a mercantile bank, like 
that of England, tends to ſupply the demand of circulation. 

Were no bank eſtabliſhed at London, all bills would be paid, or 
diſcounted in coin. 

The bank, therefore, melts down into paper money all che bills 
diſcounted by them, and throws it into circulation. | 

It alſo melts down into paper all the ſums it advances cliches to 
government, or to the great trading companies. In this reſpect it 
acts upon the principle of banks upon mortgage. 

It alſo melts down into paper all the intereſt upon the public 
funds diſcounted at the bank. All this ſum of paper iſſues from 
the bank into the city of London, and en n the 
circulation of that great capital. 

Let us next examine how this paper can find its way into the 
country of England, there to ſupply the uſe of coin. 

The whole conſumption of London tor meat, beer, ſire, and an 
Amte of articles of manufacture for domeſtic uſe and tareign 
exportation, comes from the country of England. 

Did the country owe nothing to London, the ſums due for thoſe 
commoditics would be ſent into rhe country in the current circula- 
tion of London, which, by what we have _ abſorbs a very 
large quantity of paper. bois hn 

But we have ſaid above, that the ** amount of taxes, almoſt, 
is remitted to London in bills: this could not be the caſe, were not 
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the capital conſtantly indebted to the country. This circumſtance 
confines the circulation of bank notes chiefly to London, and ſome 
other cities, to which the inhabitants of London reſort, and whi- 
ther they carry in their pockets the money of the capital, viz. bank 
notes, For theſe reaſons, bank notes can never be common in the 
country: and if, at any time, a ſcarcity of currency there, proves 
hurtful to induſtry, the defect cannot be remedied but by eſtabliſh- 
ing banks of circulation upon mortgage in the principal towns of 
England. | 

It may be hcre objected that ſuch a regulation in England, where 
there 1s already ſo great a bank ſettled on different principles, might 
draw along with it the following hurtful conſequences, viz. 

149, By multiplying the circulation of paper it would ſend off the 
coin. 

245, The taxes would be paid in this paper, which could not be 
received at the bank of England, and that would throw the whole 
nation into confuſion. 

To which I anſwer, 1. That if the coin were ſent of. it would 
return, as has been ſaid, while the trade of England flouriſhes : and 
2. That this new bank paper coming in place of the coin, would 
no more be ſent to London than coin is ſent now. The debts due 
by the country for taxes, would be compenſated by the reciprocal 
debts due by London for ſubſiſtence, &c. and the compenſation 
would go on as at preſent by bills: but were the caſe otherwiſe, 
and did a change of circumſtances oblige the country to make de- 
livery in coin to London, the holders of the country notes would 
conſtantly, as is the caſe in Scotland, have recourſe to the bank 


„ eſtabliſhed in the diſtrict, for the coin wanted to be ſent to London. 


When I accidentally, as at preſent, happen to apply a principle 
to a particular caſe, whereby an innovation is implied, I conſtantly 
fear a ſecret rebuke from many impatient readers. I therefore beg 
a little indulgence upon account of my good intention, which is. 
only to ſupport ideas to be approved of, or rejected by thoſe who 
have the capacity to form plans upon them, and power to put them 


in execution. 
3 
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C HAP. XXIII. 


Of the fn Eftabliſhment of Mr. Law's Bank in France, in the 
| Year 1716, 


N deducing the principles of credit, I have it chiefly in view, to 
ſet in a fair light, the fecurity upon which paper-money is eſta- 

bliſhed : and as I imagine, this important branch of my ſubject 
will ſtill be rendered more intelligible, by an example of the abuſe 
to which this great engine of commerce is expoſed, I now propoſe 
to give my reader a ſhort account of the famous bank of circula- 
tion firſt eſtabliſhed in France by Mr. Law; but afterwards proſti- 
tuted (whether by deſign, or by fatality, I ſhall not here deter- 
mine) to ſerve the worſt of purpoſes; the defrauding the creditors 
of the ſtate, and a multitude of private perſons. 
So dreadful a calamity brought upon that nation, by the abuſe 
of paper credit, may be a warning to all ſtates to beware of the 
like. The beſt way to guard againſt it, is to be appriſed of the 
deluſion of it, and to ſee through the ſprings and motives by which 
the Miſſiſippi bank was conducted. 

After the death of the late King of France, Louis XIV. the debts 
contracted by that Monarch were found to extend to 2000 millions 
of livres, that is, to upwards of 140 millions ſterling. 

It was propoſed to the Duke of Orleans, regent of the king- 
dom, to expunge the debts by a total bankruptcy. This propoſal 
he rejected nobly; and inſtead of it, eſtabliſhed a commiſſion 
(called the Vi/a)) to inquire into the claims of ſuch of the nation's 
creditors as were not then properly liquidated, nor ſecured by the 
appropriation of any fund for the payment of the intereſt. 

In the courſe of this commiſſion, many exorbitant frauds were 
diſcovered ; by which it appeared, that vaſt ſums of debt had been 


contracted, for no adequate value paid to the King. 
"NR 2 After 


236 AN INQUIRY: INTO /THE PRINCIPLES Boox IV. P. 2. 


After many arbitrary proceedings, this pon threw the 

King' s' debts, at laſt, into a kind of order. | | 

Thoſe formerly provided for were all MA at = er, cent. The Cre- 
ditors to the amount of fix hundred millions, which had not been 
liquidated, nor provided for, had their claims reduced, by the 
commiſſion, | to two hundred and fifty millions ; for which they 
obtained notes of ſtate, ( Billets 4'&at, as they were called) MATING 
an intereſt of 4 per cent. alſo, 

. Theſe operations performed, the total debts of the late Kin g 
were reduced to the ſum above mentioned; to wit, .two, thouſand 
millions ; bearing an intereſt of 4 per cent. or eighty millions per 
annum. 

From the neceſſities of government, and the diſtreſſed ſituation 
of the kingdom, this intereſt was ill paid: and there hardly re- 
mained, out of an ill paid revenue, wherewith to defray the ex- 
pence of the civil government. 


About this time Mr. Law preſented to che Regent che plan of a 
bank of circulation. r 511 

For the better underſtanding this affair of Mr. Law's bank, and 
the views he had in eſtabliſhing, i it at that time, I muſt give a ſhort 
account of the moſt material variations of the French coin, before 
and after the King's death, , 1ſt September 1715 ; Which I ſhall 
make as ſhort as poſſible, conſiſtently with perſpicuity. 


® # 19 * N d 
„ «\ i 141 4 +» , l # 


CHAP. Xx1V. 


Uſha of þ the variations of the French coin, Ae of time ue. and 
after the death of Lowis XIV. 


N 17c9, there was a new general coinage in France ; by which 


operation the King gained 23 f per cent. upon all the ſpecic 
eoined, (Dutot, vol. i. p. 1040 


Out 
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Out of the marc of ſtandard gold were coined 30 louis d'ors, of 
20 livres denomination each. Out of the marc of ſtandard filver, 
8 crowns, of 5 livres denomination each: ſo that the filver was 
put at 40 livres the marc.—But, - 

By edict of the month of September 1713, 1 old King ap- 
pointed a diminution of the denomination of ſilver and gold coins; 
by which, after eleven ſucceſſive changes, the coin of France was 
ordered to be brought down, from 40 livres the marc, to 28: ſo 
that the 8 crowns, which were called 40 livres in the month of 
September 1713, by the 2d day of Septe iber 1715, (the day after 
the King's death) were to be called only 28 livres. I ſay called, be- 
cauſe certainly the crowns had ſuffered. no variation but in their 
name. | 

On the 13th of Auguſt 1515, (a few days before the King's death) + 
he iſſued a. declaration; ordering that for the future the coin 
ſhould remain at 28 livres per marc. 

From this I conclude, that his intention was to leave, at his 
death, the coin of his kingdom of the ſame ſtandard he had found 
it to be at the beginning of his reign, and at which he had pre- 
ſerved it invariably, during the flouriſhing ſtate of his kingdom, 
for the ſpace of 46 years; that is, until the year 1689. 

He could not fail to be ſenſible of the infinite prejudice occa- 
foned.to debtors and creditors by the variations be had practiſed 
upon the coin from 1689. 

To this ſtandard, then, it was brought the very day after his 
death, and no ſooner : therefore his debt of two thouſand millions of 
livres ſhould regularly be eſtimated according to that rate; or at 
about 40 ſhillings ſterling for every 28 livres: 40 ſhillings being, 
within a trifle, the value of 8 ounces or one marc of ſtandard . 
ſilver, Paris weight. 

At this rate of converſion, the two thouſand millions were equal . 
to 142,857, 140 J. ſterling. 

Soon after the King's death, on the 2d of January 1716, the new 
miniſtry iſſued an edict, which totally deſtroyed all. This was the 

: moſt 
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moſt extraordinary operation, I believe, ever invented; and to it 
was owing the eſtabliſhment of Mr. Law's bank: [ eſt ere 
explain it. a e 

There had been no o general coinage ſince hobo the lonis for 
had then been coined at 20 livres, and the crowns at 5, as has been 
faid. '' The edict of 24 January 716, ordered 4 new general coin- 
age, on the ſame footing, both as tb weight, fineneſs, and deno- 
mination, as that of 1709: the only difference was, that the firſt 
had an old man's head upon i it; the other had chat of a rung of 
fix 1 years old. 

By this firſt operation, there was an end put to this Arti dimi- 
nutions on the denomination of the coin; which was now raifed 
again to 1 livres the marc, as in 1709 *. This is nothing: 

There being no difference between the old coin and the new, 
except the ſtamp, the old coin was called in, and à new face was 
ſtamped on the very ſame pieces. But when the louis ors were 
called in, they were received at the mint at no more than 16 livres ; 
and by a ſtroke of the wheel, they were, in an inſtant, converted 
into 20 livres, the denomination of the new coin. 

Thus a perſon who brought 20 old louis d'ors to the mint, re- 
ceived back 16 of his own 20, new ſtamped, and no injuſtice was 
ſaid to be done, from this demonſtration of miniſterial algebra, 
viz, 16 Xx 20 =20 x 16, Can any thing be more clear and inftruc- 
tive! Some of my readers may not give credit to this; but it is 
true nevertheleſs, — 

Under theſe circumſtances, it was natural for the inhabitants to 
wiſh to diſpoſe of their old coin, at any other market than at the 
King's mint. They did what they could to ſmuggle it to Holland ; 
where the induſtrious Dutchman ſtamped a 16 livre piece with the 
head of a child, as well as the King of France could do, and ſent 


Here is alſo an operation upon debts. The day before this cdict, that is, the 1ſt 
of Januafy 176, the value of the King's debts was (as has been ſaid) above 142 
millions ſlerling: but an edict comes, . raiſing the coin to 40 lvres per mate; and con- 
ſequentiy, reducing the debts to the value of 100 millions ſterling. 

It 
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it back to France for a 20 hyre piece. Theſe operations were pre- 
vented as well as government could i and every method was tried 
to force in the old coin to the mint. 

Mr. Law judged this a very proper occaſion to form the lamb a 
bank of cixculatios, wpon-the principles we have already explained. 

He gave in his ſcheme to the Duke of Orleans; by whom it was 
approved of; and the bank was eſtabliſhed the ad of May .of the 
fame year 1716. 

The firſt thing Mr. Law did, was s to buy up with bank notes this 
old coin, at a price above what the mint gave, but many per cent, 
below the proportion of 4ts value: his paper (payable in the new 
coin at 40 livres per marc) was run upon for this, as well as other 
reaſons; and an immenſe profit enſued. 

This anecdote, I think, is curious, and tends to unfold Mr. Law's 
combinations, in the propoſal he made to the Duke of Orleans for 
erecting a bank at this period of time. 


CHA p. xxv. 
Continuation of the Account of Law s Bank, 


HE bank accordingly was eſtabliſhed in favour of Law and 
Company, by letters patent, of the ad of May 1716. The 
Company was called, the General Bank; and the note run thus : 

The bank promiſes to pay to the bearer at ſight — livres, in coin 
of the ſame weight and fineneſs with the coin of this day, value 
received at Paris. 

The firſt fund of this bank conſiſted in 1200 actions (or ſhares) 
of one thouſand crowns, (or 5000 livres) bank money ; in all fix 
millions; the crown being then ; livres, 8 to the marc; filver - 

coin 


. 
— 


A 
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coin at 40 livres per marc, as has been {aid : which makes this 
livre juſt worth one ſhilling ſterling: conſequently, che ſhares 
were worth 250 l. ferling; and a 2 * HH ſpar rene 
ſterling. 2 * 

By the clauſe in he e eee Was obliged ppt: 
according to the then weight and fineneſs- of the coin, thoſe wn 
received their paper were ſecured againſt the arbitrary meaſures 
common in France of raiſing the denomination of the coin; and 
the bank was ſecured againſt the lowering of it. In a ſhort time, 
moſt people preferred the notes to the coin; * dee _ 
E for .1 per cent. more than the coin itſeif. 

This bank ſubſiſted, and obtained great credit, until he i of * 
nuary 1719: at which time the King reimburſed all che proprietora 
of the ſhares, and took the bank into his own . . the 


name of the Royal Bank *. 


Upon this revolution, the tenor of the note was 1 It 
ran thus: The bank promiſes to pay to the bearer, at ſight, — 
livres, in filver coin, value received at Paris. 

By this alteration, the money in the notes was made to keep 
pace with the money in the coin; and both were equally affected 
by every arbitrary variation upon it. This was called, rendring 
the paper monnoie fc; becauſe the denominations contained in it 
did not vary according g0 the variations of the coin: I ſhould have 


called it monnoe variable; becauſe it was expoſed to oa wath 


reſpect to its real value. . 
Mr. Law ftrenuouſly oppoſed this et in the bank notes. No 


wonder! it was diametrically oppoſite to all principles of credit. 
' It took place, however ;' and no body ſeemed diſſatisſied: the na- 


tion was rather pleaſed: ſo familiar were the variations of the com 
in thoſe days, that no body ever conſidered any _ . regard 


sen 
* Here the bank departed from the prineiples of private cies, 
vpon which Law had formed it; and proceeded upon thoſe of public credit. Public 
credit in France is-the credit of the Sovereign ; the ſolidity of which depends updn 
the wmaxims which he fo'lows in the courſe of his adminiſtration, © 


* 
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to coin or money, but its denomination : the conſequences of che 
variations in the value of denominations; upon the accompts be- 
tween debtors and creditors, were not then attended to; and the 
credit of the notes of the royal bank continued juſt as good as 
that of Mr. Law; although the livres in h contained a determi- 
nate value:; and the livres in that could have been reduced at any 
time to the value of halfpence, by an act of the King's authority, 
who was the debtor in them. Nay more, they in fact ſtood many 
variations during the courſe of the ſyſtem, without ſuffering the 
ſmalleſt diſcredit. This appears wonderful ; and yet it is a fact. 

Political writers upon the affairs of France at this period, ſuch 
as De Melon, Savarie, Dutot, and others, abundantly certify the 
incredible advantage produced by the operations of Mr. Law's 
bank ; and the chain of events which followed, in the years 1719; 
and 1720, when it was in the King's hands, ſhew to what a prodi- 
gious height credit aroſe. mw the firm foundation laid by -Mr. 
Law f. 


i | But 


+ Dutot, ſpeaking of the great value of paper i in notes and actions, throws out * 
veral refle&tions, in the paſſage l am now to tranſcribe from him, which, at the ſame 
time that they prove the great advantages reſiſting to France from the eſtabliſhment of 
credit among them, abur dantly evince how lame this author's ideas were concerning 
the principles of paper credit, and of circulation. He ſays (vol ii; p. 200.) * This 
+ papty was indeed juſt ſo much real value, which credit and confidence had created, 

in favour of the ſtate ; and by this ſum was circulation ee. independently 
of all the coin which was then in France.“ ann 
Upon this revolution, Plenty immediately diſplayed berſelf through al the towns, 
and all the country. She there relieved our citizens and labourets from the oppreſ- 
++ fon of debts, which indigence had obliged them to contract: ſhe revived induſtry : 
** ſhe reſtored that value to every fund, which had been ſuſpended by thoſe debts ; 
„ ſhe enabled the King to liberate himſelf, and to make over to his ſubjects, for more 
thaa fifty - two millions of taxes, which had been impoſed in the years- preceeding 
171%. and for mote than. thirty-five millions of other duties, extinguiſhed during 
„the regency, This plenty ſunk. the rate of intereſt 4. cruſhed che uſurer; carried 


the value of lands to cighty and a hundred years purchaſe M raiſed up ſtately edifices 
VOI. II. Ii ** both 
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But alas the ſuperſtructure, then, became {7 far beyond” Re 
proportion of the foundation, that the whole fabric fell to tuits,. 
and involved a nation, juſt emerging from bankruptcy and Waal. 
tion, into new calamities, almoſt equal to the former. 

As long as the credit of this bank ſubfiſted, it appeared to the 
French to be perfectly ſolid. The bubble no ſooner burſt, than the 
whote nation was thrown into aftoniſhment and conftirnatiort. 
No body could conceive from hence the credit had ſptung ; what 
had created ſuch mountains of wealth in ſo ſhorra time; and by 
what witchcraft and faſcination it had been made to diſappear in 
an inftant, in the ſhort period of one day. : 

Volumes have been ſince writ in France, by men of ſpeculation, 
in order to prove, that it was a want of confidence in the public, 
and not the want of a proper ſecurity for the paper, which occa- 
ſioned this downfal. 

This, if we judge by what has been writ, has been the general 
opinion of that nation to this day: and ſince it was found impoſ- 
_ fible, in France, to create confidence in circulating paper, which 
had no ſecurity for its value, many people there, and n &$1 


« both in town and country; eh the old, which were falling to ruin; 1 
<« the ſoil ; gave a value to every fruit produced by the earth, which before that time 
« had none at all. Plenty recalled thoſe citizens, whom miſery had ſoroed to ſeek 
+ their livelihood abroad. In a word, riches flowed in from every quarter. Gold, 
e fjlver, precious ſtones, ornaments of all kinds, which canttibute to luxury and mag- 
* nificence, came to us from every country ia Europe. Whether theſe prodigies, or 
_ +, marvellous effecis, were produced by art, by confidence, by fear, or by whim, if 
you pleaſe, one mult agree, that that art, that confidence, that fear, or tha whim, 
* had operated all theſe reclities which the antient adminiſtration never could have 
produced. 
What a difference in the ſituation of France at the beginoing of the regency, 
and the ſituation in which ſhe was in November 1719! P00 
„ Thus far the ſyſtem had produced nothing bur good: ery thing ws om 
6 mendable, and worthy of admiration.” Theſe are the ſentiments of Dutot, eon 
cerning this ſyſtem of paper credie, 707 21 091 „gglg down 
5 g among 
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I 
ang ourſelves, conclude, that a gf the wealth, of 
Great Britain, which conſiſts in 3 ehe uc by 
fictitious. HA 43 ſe 1 Ne OT 

1 ſhall now proceed jo fet before my reader the' great lines of the 


royal Miſſiſſippi bank of France, from the it of January 1519, 10 
| the tqtal ayerthrow of all credit, upon the fatal 21ſt day of Ma 
1730, This was a golden dream, in which the french nation, an 
a great part of Europe was plunged, for the -ſhort ſpace of 566 
Oh. | | 
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CHAP. XXVI. 


eee bs the Royal Miſſiſſippi Bank of e "oO iſhed 0 on 
Public Credit. 


IN order to unravel 72 chaos of this affair in a proper manner, 
it will not be amiſs to begin by giving the reader an idea of 
the plan which naturally. might ſuggeſt itſelf ro the Regent of 
France, from the hint of Mr, Law's bank. By the help of this 
clue, he will be the better able to conduct himſelf through the 
operations of this em, as the French call it. 

The Regent perceived, that in conſequence of the exedia of Law g 
bank, people grew fond of paper-money. The conſequence of 
this, he ſaw, was, to bring a great quantity of coin into the bank. 
The debts of France were very great, being, as has been ſaid, 
above 2000 millions. The coin, at that time, in France, was 
reckoned at about 1200 millions, at 62 livres the marc, or 40 mil - 
lions ſterling. The Regent thought, that if he could draw either 
the, whole, or even the greateſt part of this 1290 millions of coin 
into his bank, and replace the; uſe of it to the kingdom, by as 
. * ſecured upon his word, that he ſhould then be able 
L123 to 
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to pay off, with it, near one half of all the debts of France i and by 
thus throwing back the coin into circulation, in Paying off che 
— that it would return of itſelf into the bank, in the courſe of 
payments made to the ſtate;;, that credit would be thereby ſup- 
ported, as the bank would be enabled to pay in coin the notes as 
they happened to return, in the courſe of domeſtie circulation. 

This was both a plauſible and an honeſt icheme, relatively to a 
Duke of Orleans, whom we cannot ſuppoſe to have been maſter of 
the. principles of credit; and very practicable in a country where 
there was ſo great a quantity of coin as 40 millions ſterling, and a 
well eſtabliſhed credit in the bank, which prevented all runs upon 
it from diffidence. Nothing but a wrong balance of trade could 
have occaſioned any run for coin; becauſe, for the reaſon already 
given, the paper bore for the moſt part a premium of 1 per cent. 

above it. 

Accordingly, during the whole year 1719, the credit of the LI 
bank was without ſuſpicion, although the Regent had, by the laſt 
day of December of that year, coined of bank paper, for no leſs a 
ſum than 769 millions, reckoning. in 59 millions of. paper, which 
had been formerly iſſued by the general bank of Law and company; for 
which he had given value to the proprietors, when he took the bank 
into his own hands, as we have ſaid above. n 

I muſt here obſęrve, that by this plan of Pe An align was; 
in one ſenſe, a kind of ſecurity for the notes iſſued. So far as they 
were iſſued for coin brought in from the advanced value of the 
paper; this coin was the ſecurity: in the ſecond place, when the 
coin was paid away to the creditors of the ſtate, the Regent with- 
dtew the obligations which had been granted to them; and al- 
though I allow that the King's own obligation withdrawn, was no 
ſecurity to the public, who had received bank notes for the pay- 
ment; yet {till the intereſt formerly paid to the creditors, Was a 
fund out of which, upon the principles of public credit, the annual 
intereſt for the notes was ſecured: . Had, indecd, the French nation 
n upon what bottom the ſecurity for the paper ſtood, during 

4 the 
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cle year 1) q, perhaps” the credit of tlie bank might have been 
rendred precarious; but they neither ſaw it or fought after it: and 
the men of ſpeculation were all of opinion, that as long as there 
was no more paper iſſued by the bank than there was coin in the king- 
dom, there could be no harm done. Of this any perſon who has 
read Dutot, de Melon, Savarie, and others, will be perfectly ſatis- 
fied *. And I deſire no farther proof of the total ignorance of the 
French in matters of this kind, than to find them agreeing, that 


bank hoſe is ene good, providing there ** coin in the nation 


2 It is ifonilbing to find how gravely Meſſrs. de Melon and Dutot reaſoned con- 
cerning the nature of paper money, and the effects of changing the value of the coin. 
They, both ſeemed to agree that a livre was a livre whether it was the 28th or the goth 
part of a mare of ſilver, whether it was a denomination upon paper, well or ill ſecured,” 
no matter which, 

The whole reaſoning turned merely on the queſtion, who were robbed,” and who 
fantaſtically enriched by ſuch abſurd operations upon the coin of a country ? 

The jargon of ſuch men certainly contributed a great d-al to darken the underſtand- 
ings of the miniſtry at this time; and to make them belicve that the affairs of money 
were infinitely more obſcute and more difficult to be underſtood than they really are. 

There are thoufands of examples where mankind; wich their learning and reaſoning, 
have turned common ſenſe into inextricable ſcience ; this I think is a famous inſtance of 
it: and it is rendring no ſmall ſervite to the world; to deſtroy, in a manner, what 
o:lers have been ar ſa much pains to eſtabliſh” This is reſtoring 2. a to its 
naive. dreſ in which/it becomes intelligible to every one. 

| know very well that the miniſtry of France have now very — * con- 
cerning paper credit; but theſe notions have not as yet reached the preſs, except in 
ſome of the King' s an wers to the remonſtrances of the parliament of Paris i in 170. 
The 8 anſwers were dictated upon ſound principles, and do great bopovr, to the miniſtry, 

The old notions [i in prevailed | in the remoaltrarces of the parliament. This, plaialy 
appears from the propoſal they made to the King, at that time, to ive paper to the 
amount ef 200 millions, which the parliament was to make good. An expedient to 
avoid doing that which right reafi'n demanded of them, viz. firſt to ſecure a fund for 
the; paper, and chen to bortow upon that fund. This ptopoſal from the parliament, 
ad the. 170765 _ = * — mn * nn. 
than ia the palais. Mr 107 iel 017 een 


do 
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i9.,pe4lize. it, although that coun he not che property! of the hank. 
Dutot, p. 132, 1334) 1 On the eontrarxi it ig verge evident from 
what has been ſaiq that althaugh there ſhould be a chouſand times 
more coin in a country chan the hank paper, ſtill that bank paper 
mult, be a mere dcluign, and, in fact, of no value Whatſoever, er 
— ſo far as the bank. is ꝓoſſeſſed of the value of it in ede 
of property or another. OE 200 
And on the other hand, let the hank paper A — quantity 
of coin in the proportion of a thouſand to one, yet ſtill it is per- 
fectly good and ſufficient, providing the bank be poſſeſſed of an 
equivalent value in any ſpecies of good property. This I throw in 
here to point out how far the French were, at leaſt at that time, and 
many years after, when Dutot and Melon wrote, from forming any 
juſt notion of the principles of banking. And, I believe, I may 
venture to fay, that the only reaſon why banks have never been 
eſtabliſhed in France, is, becauſe the whole operation is ſtill a myſ- 
tery to them. I ground this conjecture upon an opinion of M. 
Monteſquieu, who thinks that banks are incompatible with p pure 
monarchy ; a propoſition he would never have advanced had he 
underſtood the principles upon which they are cſtabliſhed. 5 
The next remarkable and intereſting revolution made upon this 
famous bank, was by the arret of February 22, 1720; which conſti- 
tuted the union of the royal bank with the company of the Indies. 
By this arrrt, the King delivered to that company the whole ma- 
nagement of the bank with all the profits made by him ſince the 
firſt of January 1719, and in time coming. Notwithſtanding this 
ceſſion, the King remained guarantee for all the notes, which were 
not to be coined without an order of council: the company was to 
be reſponſible to the King at all times for their adminiſtration; 
and, as a ſecurity for their good management, they * to lead 
the King no leſs than ſixteen hundred millions of livres. 
Here is the æra and beginning „ 
loan proceeded the dawufal of che whole ſyſtagmm. 
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But before I proceed to explain the ſcheme of the Regent in theſe 
operations upon eredit, I think it wilt contribute to the clearing up 
of the ſubject in general; w premiſe ſome ſhort acconnt'of the riſe 
and progreſs of this great company of tlie Indies: and to give 4 
ſhort abſtract of ſome of thie moſt memorable tranſactions during 

che Mififippi ſcheme, in the order OP line in which they followed 
one ere ray 


. * 1 . F oF % 2 
euren 


it Won! 5060 | 
e CHAP. XXVII. 
= A. ſport Account of the French Company of the Indies. 5 


JAR DIN Al. de Richlieu, chat great miniſter to Louis xIli. yas 
the firſt who eſtabliſhed trading companies in France, anno 1628, 
about the time of the ſiege of Rochelle. 
He then ſet on foot the companies of the, Weſt Ras Eaſt Indies: 
Several others, viz. ane for Canada, one for the Leeward Iflands, 
and another for Cayenne, were ſucceſſively eſtabliſhed. in the be- 
ginning of the reign of Louis XI)). FR 
Theſe companies, before ien had frequendy changed their 
forms, and had ſucceeded very ill. DIANNE. 
At that time the great Colbert was in the adminifiration of the 
King's affairs. He engaged his maſter to think ſeriouſſy of '&ſta- 
bliſhing the trade of his kingdom upon ſolid principles ; c whieh 
reaſon all the undertakers of the former projects of commerec to 
the new world were reimburſed; and a ne eſtabliſhment Was 
made, called the Gampagmie des tndes Ocvidlentull i) 
This excluſive trade compreliended that of Canada, the” Catibbec 
lands, Acady, Newfoundland, Cayenne, the French eotitinent of 
America, from the river of the Amazons to that of Oronoko, the 
coaſts 


er 
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40 years. r rtvii oon,2975, beg act Ait 
The ſame year, 1664, there was another company ed he 
Eaſt Indies, of which. we ſhall ipeak after wards. 
The greateſt encouragement was given to theſe new chabkiſh- 
ments. Large ſums were advanced by the King for ſeveral. years, 
without. intereſt, and upon condition, that if, at the end of; that 
term, any loſs was found on the 10 it ſhould fall upon the mr 
ney due to the King. 

On examining into the Weſt India company's rr ten 
years adminiſtration, that is to ſay, in the year 1674, it was found, 
that inſtead of profiting of their extenſive privilege, by carrying on 


a regular trade themſelves, they had ſold permiſſions to private 


pcople to trade with them. 

This abuſe in the company nad, however, infpired a taſte for 
trade among the French; which the King wiſhing to improve, he 
reimburſed to the company all their expences, added their poſſeſ⸗ 


ſions to his domain, and threw the trade open to his ſubjects. 


Thus ended the firſt, ; company, of the Weſt Indies, called by th 
French, the Compagnie dq Oecident. 

After the ſuppreſſion of this company, the French trade to Ame- 
rica was carried on and improved by private adventurers, ſome of 
which. obtained particular grants, to enable. them to form colonies. 
Of this number was Robert Chevalier de la Sale, a native of Rouen. 
It was he who firſt diſcover ed the river Miſliſippi, and who prapoſed 
to the King, in 1683, to eſtabliſh a One there, He loſt his life 

in the attempt. 

Hiberville, A Canadian, = up. he KS þ Tur ſoon d, Ho 
was ſucceeded by Antony Crozat, in 1512, who had better ſucceſs: 
but the death of the King in 1715, and the riſing genius of Mr, Law, 
engaged the Regent of France to make Crozat renounce his exchu- 
ſive privilege of trading. Upon which, by edict of the 6th of Sep- 
tember 1717, was formed the ſecond Compagnie dOccident, in favour 
of Mr. Law: to which was added the fur trade of Canada, then. in 
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the hands of private =Srenituvers, and the farm of the tobacco; for 
which he paid 1, 500, ooo livres a year. 
" Tibw/ſcome w de kn t emp * 5 
I have already mentioned the efabldkmene of it by the great | 
Colbert in 166. 

After his death, want of Epi in ele Ge tueceedec him, 
abuſe of adminiſtration, careleſneſs in thoſe who carried on the 
company's buſineſs, competition between different companies, and, 
in ſhort, every obſtacle to new eſtabliſhments, concurred with the 
confequences of the long and expenſive wars of Louis XIV. to ren · 
der all commercial projects ineffectual; and all the expencc be. 
towed Us eſtabliſhing thoſe companies was in a manner loft. 

In 15 10, the merchants of St. Malo undertook the Eaſt India com- 
pany. It languiſhed in their hands until 1719, and their import*- 
tions were not ſufficient to fupply the demand of France for India 
goods: for this reaſon it was taken'from them and incorporated 

with Mr. Law's company of the Weſt Indies, in May 71 ũ9. 

By this incorporation was eſtabliſned the great Company of Te 
Fidiet, which ſtill ſubſiſts in France: the only monument r of 
the famous and unfortunate Ä. i 

For the better underſtanding, therefore, what is © follow, let us 
attend to ſome hiſtorical and chronological anecdotes, relative to 
the wonderful operations of this Miffifippt bank, and company of 
the Indies. Theſe I ſhalt ſet down according to the order of time 
in which they happened, — a & 8 n have recourſe to mem 
as he goes along. nee 

Without the help of this table, I ſhould be involved” in 4 ler 
of choſe events, which however amuſing it might” be to me 
readers, "would be dire inconſittent with the nature of this in- 
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GENERAL coinage in France: cheimans nne 
* nee wee pur at 40 lum 
nomination. neee D 

September 1713. eee e 
Glver com to 28 livres the mare, and the gold in proporiam 
Theſe reductions were made gradual and progreſſive, and were 
finally to take place no ſooner than che 2d of Septembes +7154 + 
. Auguſt 1719, The King declares, that wee ee 
was to remain ſtable at 28 livres the manc of fine ſilven. Bo 
5 September 171g. The King dies. * (2234.20 

January 2, 17316, The Regent ok — — 
coinage: raiſes the faves eoin to 40 livres the marc, and calls down 
the old King's coin (though of the ſame Wer ee e 


1709. 


nomination) 20 per cent. 109997] 96h 7d bout 00150 
May 1716. Mr. Law's bank ctabliſhed: bank nows coined j ad 
the old coin bought up at great diſcount. dune 


September 6, 1717. Mr. Law's company of che Welt eſtabliſhes 
September 4, 1718. He undertakes che farm of tobacco. 
September 22, 1718. The firſt; creation of actions of nota ; 
pany of the Weſt to the number of 200, 00, ſubſcribed for in ſtate 
billets, at the rate of 500 livres per action. 1d 3 
January 1, 1719. The bank taken from Law, and veſted in the 
King. At mkis time the number of . ne e 
7 59 millions of livre. (93 ent n 
April 22, 1719. A new coinage jy 51 altem of r notes; in which 
the tenure of the note was changed, and the paper declared mannaic c. 
May 1719. Mr. Law's company of the Weſt incorporated with 
the company of the Eaſt Indies; after which it was called M 
pany the Indies, "Os hs, 


4 | a 
Jon S 1114 IF or 6nd Wi! J 
41 1 20 en 4 e 1 5 
G L.\ un * 
$4 wire 


e taxftll/ Ut NAT Ce Ah 251 


June 1719. Created gd, ooo new. actions of the incorporated com- 
pany; ſold bor coin at g ſerinpes per aſtin. 
June 10, 1719. Coined of bank notes for 50 millicns of livres. 


June 17:9. The maintanadtotentortheemmpany for go millions. 
July 1719. Created $6,000 actions as above, ſold, for notes, at 
roobdivres per action. ni 996009 JAHAT AD 
July 25, 1719. Coindd of bank notes forzuo.m 
Auguſt 1719. The company obtains the —— — 
a dividend upon every action of 200 livnes : agree to lend the King 
ſixteen handred millions at 3 per cem. and have transferred to hem 
48 millions per annum for che intereſt of dani fun. 
September ra, 1919. Coined of bank notes 10r 120 Millions. 
SBeptember 13, 1719. —— fe 1 
fixed at go ies per attionz! . | C&W 
September 28, 1719. Created 100,900 ene actions, pes de | 
former, fixed at $ooodivres-each; 12 n 
October 2, 1719. — more ations price as he for 
mer, at g ooo livres each. Dl 2111! 10 {12-254 5115 
October 4, 1719. Coined by the Regent's W not deck. 
vered to che company, 24,000 mbre actions, which compleated che 
number of 624, ooo actions; beyond which they never extended. 
October 24, 1519. Coined of bank notes for 1320 millions. 
December 29, 1719. Coined of bank notes for 1329 millions. 
January 1720. Coined of bank notes for t mltioris. - 
February 1720. Coined of bank notes for 2379 millions. 
February 22, 1720. mug of the bank with * ee 


5028 


of the Indie. un 
February 27, 1920. A ordkidition-dy: which no one was ro SY 
in his cuſtody more than 500 livres of coin. ri] to enoilliqm 67 


March 5, 1720. The coin rarſed to 80 livres per marc. 
March 17, 1720. The coin brought down to 65 livres per marc; and 
gold forbid to be coined at the — ponytc'y Ay, 
[ 4 2 1 25 f - 4 305 heh 
"Marth 1720.1 Coin ed of bank notes 'for - nt 191 OJ 060 ile — & 8 
April 1720. Coined of bank notes for - 792 4747209 GAu9” 15,» 


May 1, 1720. Coined of bank notes for- 642 393 130 : 
K k 2 May 4) T0. 
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ag 27 tac, ' THe'Eenvtitifiation the paper Uitginifiei by 
el of bunch, ch, Hi an uttant Pur un end eee 
made the bubble burſ tf. 
At this period had been coined of bank'r notes » the immenſe 


0955901 913 10 ont vil bas e ibn i livres. 
ſum; of inn iibolib Noam of To collier cc 2 696 999,000 
5 which bad been MPA, gt v0 2N 85 ago: 


Remained in the bak J67 376470 
Dutot, Vol. I. p. 144. anbeer 8er, rio £6897 enoifhs 
May 27, 1720. The arret of the 21ſt of this month recalled;:andl 
the paper reſtored to its full denomi nation 
May 29, 1720. The coin raiſed to 82 livres 10 ſols per mare. 
June 3, 1720. 400, oo actions belonging to the Regent are 
burnt; and the 24, ooo more, which were created October 4, 110, 
ſuppreſſed; alſo 25 milfions of the intereſt formerly granted to the 
company for their loan of 1600 millions, retroceded by the com- 
pany, and conſtituted again upon the town-houſe of Paris. 

October 10, 1720. All bank notes are ordered, by arret of this 
day, to be ſuppreſſed, if not brotight to the bank before the iſt of 
December eee . ee 0 mee in manner been 
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een of the Account of the Royal Bank of France, until itil 
time ibat the Company of the Indies promiſed a. Dividend 70 200 
Livres per Action. nfo?) 


2 „HESE . premaiſcd, what! 1 will, I hope, be eaily 
5 underſtood. e4l O £000qit2tdut 910 

0 od ſoon as the Regent of France vencaived the wonderful "effias 
produced by Mr. Law's bank, he immediately reſolved to make uſe 
of 
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of that: engine,rfax.learing;the, King's reyenyerof a part of che un- 
ſuppomable load of $9, millions, of yearly imexeſt, due, though in- 
deed very irregularly paid, to the creditors. Mod vIddod ri bgm 
lt as to compaſs chis end, chat he beſtowed on Mr, Law the com- 
ee the Weſt Indies, and the farm of the tobacco. 

”* To abforb roo millions of the moſt diſcredited articles of the 
King's debts, 200,000 actions or ſhares of this ee een 
ations was ordered to be paid in billets | Teras, ſo much diſeredited 
by: reaſon of the bad payment of the intereſt, that 500 livres, nomi- 
nal value in theſe billets, would not have ſold upon change for 
above 160 or 150 livres. In the ſubſcription they were taken 
for the full value. As theſe actions became part of the company's 
ſtock, andas the intereſt of the billets Was to be paid to them by 
the King, this was effectually a loan from the company n 
King of 100 millions at 4 per dent. | 

The next ſtep was to pay the AF 1 to the company. 
Upon this the actions Which had been bought for 170 livres, rea al 
value, mounted to par, that is, 40,500 liyre. 

This was aſcribed to the wonderful operations of the aſs 
whereas it was wholly owing to the regular payment of the intereſt. 

In May following 1719, the Eaſt India company was incorporated 
with the Weſt India company: and the 200,000 actions formerly 
created, were to be entitled to a common ſhare of the profits of the 
joint trade. 

But as the ſale of the firſt actions had produced no liquid value 
which could bg turned into trade (having been paid for in ſtate 
billets) 4 new creation of 56,060 new actions was mide" in Jerne 
1719, and the fubſcription 8 at 80 e payable in effective 
coin. 

The confidence of the public in Mr. 3 was at this time ſo 
great, that they mighit have ſold for much more: but it w — 
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of the actions to rife enen e e 
of me o original ſubſoribers. Me He of Hödtr aol ret doll 


This money amounting to 27 - Ro livres in cin, was to he 
employed in building of ſhips, and other preparations for carrying 
on the trade. FETs TIE: 
I be hopes of the public were 00 much raiſed * the fuseugable 
appearance of a moſt lucrative ils, that more actions ate 
ec mand. 5 

Accordingly in a month after (July 1719) another creation, ns 
made of 50,000 actions; and the price of them fixed at 19009 livres, 

It muſt be obſerved, that all actions delivered by the company ot 
the Indies, originally contained an obligation on the company for 
no more than 4 per cent. upon the value of 5090)livres, with a pro- 
portion of the profits on the trade; ſo that the riſe of the actions pro- 
ceeded entirely from the hopes of thoſe great profits, and trom the 
ſinking of the rate of intereſt ; ; a conſequence of the plenty of mo- 
ney to be lent. toil 

But beſitles the trade, what raiſed their value at this time, was, 
that juſt before the laſt creation of actions, the King had made over 
the mint to the company for a conſideration of 50 millions of livres; 
and this opened a new branch of profit to every one intereſted... .. 

The fale of the laſt coined actions taking place at 1000 livres each, 
ſo great a riſe ſeems to have engaged the Regent to extend his 
views much farther than ever. Io ſay that he foreſaw what was 
to happen, would be doing him the greateſt injuſtice. He foreſaw 
it not, moſt certainly ; for no man could foreſee ſuch complicated 
events. But had he conducted himſelf upon ſolid Pr inciples ; or by 
che rules which, we now ſay, common honeſty required, be certainly 
never would have countenanced the ſubſequent operation. 

The fourth creation of actions was in the beginning of Septem- 
ber 1719. 47 

In the interval between the third and che fourth creation, the 


Regent made over the general farms io the company, who, _ 
nk minen and 2 half advanced rent for them, And the, 
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pany obhged themtfk Ves to lehd the e King (including 44 the 109 mil 
Hons already lent upon the firſt creation of actions) the immenſe 
ſum of r600 millions at 3 per cent. that is, for 48 millions intereſt, 
Now n is very plam, that before the month of September 1719, ĩt 
was impoffible they could lend the Ring enz p urg. t Ack 
"They tad already tent him in September 1718, 100 millions, by 
taking the Billets Prat for the ſubſcription of the firſt creation of 
actions; the ſecond creation had produced coin, laid out in mergan- 
tile preparations ; and the third creation of actions, at the ſtandard 
value; was worth no more than 50 millions of livres: this was 
their whole flock. Where then. could they find 1500 millions more 
wlend? 

therefore ehiclude, that at this time, the combination which 1 
am now to unfold, muſt have, more or leſo, wa pine eee 
the Regent and this great company. 

The public was abundantly imbibed with the notion of the Pros 
digious profits of the company, before they got poſſeſſion of the 
general farms. No ſooner had they got that new ſource of riches 
into their hands, than they promiſed a dividend of no leſs than 200 
hvres on every action, which was ten times more than was en 
on therm when at firſt created. | 

The conſequence of this was, that (ſuppoſing the dividend per- 
manent and ſecure) an action then became as well worth 5000 liyres 
as at ff "it was worth 500 livres; accordingly to 5000 did, it riſe, 
upon the promiſe of the new dividends. 

But what could be the motive of the company to promiſe. his, 
dividend, only three months after their eſtabliſhment? Surely, not 
the profits upon a trade which was not as yet opened. Surely, not 
the profits upon the King's farms; for theſe profits it was nr 
their intereſt to conceal. 


Their views lay deeper. The Regent perceived thas the ſpirit of 
the nation was too much inflamed, to ſuſſex them to entex, into an 


examination of the wonderful 'phanomena ailing from the cilas, 


blumen of che bank, and company of the Indies. If wie com- 
pany 
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pany promiſed 200 Urres dividend, this” public 
profits would enable them to Pay it ö and really in Tags particular 
the public might be excuſed, SET I OA 
The plan, therefore, concerted herween: the Regent and the vomæ 
pany ſeems to have heen, 40 'Faiſe the actions to this great value, 
in order to ſuſpend a greater quaritity of notes in circulation 

This was to be accompliſhed,” I, by the Regent's purchaſing the 
actions himſelf from the company: 2. by borrowing back the notes 
he had paid for them, in order to fill up the Ioan which the com- 
pany had agreed to make ;. 3. to pay off all the public ereditors 
with thoſe notes ſo borrowed back; and 4. when the nation was 
once filled with bank paper, to ſell the actions he had purchaſed 
from the company, to withdraw his' own paper, and then'deftroy it. 

By chis operation the whole debts of France were to be turned 
into actions; and the company was to become the public debtor; 
inſtead of the King, who would have no more o pay Ba 1 _ 
lions of intereſt to the company. 

. By this operatipn alſo, the Regent was to o withdraw all the bank 
notes which he had iſſued for no other value but for the payment 
of debts ; which notes were demandable at the bank; and for the 
future, he was to iſſue no q more (I ſuppoſe) but for value preſerved. 
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Inguiry into the Motives of the Duke of Orleans in bd the 
ee Og h th His tl 


OW if we examine the motives of e with en to 
this plan, and ſuppoſe'that he fore fa all that was te happen 

in conſequence of it; and if we alſo ſuppoſe that he really beltevetl 
that the company never could be. in a ſituation to make good he 
7 dividend 
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eee en had promiſed upon their actions; 

in a word, if we put the worſt interpretation upon all his actions, 
we muſt conclude that the whole was a not « conſummate eee of 
knavery. TY 

But as this 4 not appear e either by the ſucceeding 
operatians, or ultimate conſequences of this ſcheme, l am loth to 
aſcribe, to that great man, a ſentiment ſo oppoſite to that which 
animated him, on his entrance upon the regency, when he nobly 
rejected the plan propoſed to him for expunging the debts alto- | 
gether... 14. 

I may therefore ſuppoſe, that he might believe that the com- 
pany.to whom he had given the mint, the tobacco, the'farms, and 
the trade of France, and to whom he ſoon after gave the general 
receipt of all the revenue, might by theſe means be enabled to 
make good their engagements to the public. I fay, this may be ſup- 
poſed ; in which caſe juſtice was to be done to every one; and the 
King's debts were to be reduced to 48 millions a year, inſtead om 
80 millions. | 

That this is a ſuppoſeable 8 1 gather from Dutot, who a 
us an enumeration of the revenue of the company, Vol. J. p. 162. 
as follows: 
- © Revenue of the Company of the Indies. 1 
Intereſt paid to the company per annum - - 48 000 000 
Profits upon the general fare - 15 000 000 


+ Ditto upon the general receipt of other taxes - 1 500 000 

Ditto upon the tobacco. = - +<-. - = 2 000 000 

Ditto upon the mint: 460000 000 

Ditto their edge 10 000 000 
upon | | 1 

In all of yearly income — - =» 80 500000 


Now if we ſuppoſe the intereſt of money at 3 per cent. this ſum 
would anſwer to the capital of 2664 millions, which was more than 
eee, PIR were io become at- 
werable. i een en eee NT” 
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Upon chis view of the matter, I ſay, it war paſſibles| that the Re- 
gem might form this plan, without any intention to defraud the 
creditors and more I do not pretend to afſirm. ett 
I have ſaid that he purpoſely made the company raiſe the price 
of their actions, in order to draw, more notes into circulation. 

Iv this it may be objected, that he might as well have paid off 
the creditors with bank notes, without going this round about way 
to work; and have left a to purchaſe the actions ech from 
the company It 36h 101-4103 ov 7 911721178 

I anſwer, that ſuch an operation would have Acad wh bar . 
PR" and might have endangered the credit of the bank. Whereas 
in buying the actions, which were run upon by every body, the 
ſtate only appeared deſirous of acquiring a ſhare of the ee 
to be made by the company. Farther, > cage 

As the company appeared willing to accept of beak notes from 
the ſtate, in payment of their actions, this manœuvre gave an addi- 
tional credit both to the actions, and to the notes; a thing very ne- 
ceſſary to be attended to, in a ſcheme which was calculated to bring 
about a total trans formation of the ſecurity for the King's debts. 

I muſt however obſerve, that at the period concerning which we 
are now talking, (viz. at the time the company promiſed the divi- 
dend of 200 livres per action) the plan we have been deſcribing 
could not have been carried into execution. 

There were at that time only 400,000: actions created, rated-at 
777 millions: of theſe were diſpoſed of at leaſt 250,000, to wit, the 
original 200,000; and the ſecond creation of .50,000, ſold. for coin. 
Beſides, there were then only coincd in bank notes for 520 millions. 
So there was not a pollibility of executing the plan 1 have men- 
Waben as matters then ſtood. 

It is from the ſubfequent operations of the ſyſtem, that it appears 
vide that this and this only could be the intention. | 
We ſhall ſee how the number of actions were multiplied, without 
any other view than to make the public imagine, that the funds ne- 
nary for carrying on tlie We of $1908 company were immenſe. 

| I The 
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The number of the actions ſold to the public was very incon- 
ſiderable, compared with thoſe ſold to the Regent, and nn mn 
his hands at the blowing up of the ſyſtem. 

- Beſides, at the period when the number of aQions;! was — — 
to the utmoſt, viz. to 624,000, the bank notes bore no proportion 
to their value; for, on the 4th of October 1719, when the laſt crea- 
tion of actions was made, the bank notes did not exceed n 
above ſpecified; to wit, 520 millions. L7 3s 

But in tracing the progreſs of the ſyſtem upon ache e we 
perceive, that after the actions were once carried to their full num- 
ber, (October 4th, 1719) then the coining of bank notes began 
at a moſt prodigious rate; in ſo much, that by the month of May 
1720, they were increaſed from 520 millions, to above 2696 milk 
lions; and all this ſum, except 461 millions, were found in circu- 
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frarther: We ſhall ſee, that when the Regent and the company, 2 % *** ** 


nde out their accompts, there were found in the Regent's hands 
no leſs than 40, ooo actions, which were burnt; and 25 millions 
of intereſt upon the ſum of 3 — . to the com- 
pany, extinguiſnec. 

Theſe facts prove beyond a doubt, tin gt 499,000 on had 
been bought with the notes co:ned poſterior to the ꝗth of October 
17193 otherwiſe the actions _ not have on the property 
of the ſtate.” 0 
Beſides, it was acknowleged vnbliely, Ins chi notes „ 
for that purpoſe. (See Dutot, Vol. I. p. 144.) In the next place, 
it is evident, that the notes which had been given in payment for 
thoſe actions, had been borrowed back, to fill up the loan of 11690 
millions of livres; which the company never could have other- 
wiſe lent to the King. And in che laſt place, it is certain that the 
public debts were paid off wich theſe notes, ſo borrowed back 
from the company: becauſe we ſhall find the notes in circulation 
at the blowing 1 up of rhe ſyſtem; in May 17203 and we ſhall ſec 


how they were paid and withdrawn in October following. 
112 This 
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+0 This-derail Lomas e-ule:leng.and perhaps doo miautea but I 
ahought it neceſſary to ꝙꝓrove the, ſolidity f my onjectures con- 
cerning the . Regent's, mqtives in concerting this plan; which: no 
French author, that exer, I aw, has, pretended. to unfold, except by 
hints too darł ta be eaſily gompreh ended. % 
What is now. to follgw, will Sill. fer Mx — 4 — 
light. We have ſeen already from the table, with what rapidity 
the creation of actions went on from the 13th, of September to the 
Ach of October 7180 75: than 324 were c. in chat 
interval. | '; el 
et Dutot, vol. ii. p. ** + eg. poſitively FEE aver the -4th 
Dale, .be 5 of October, the company had not ſold: for more than x#82;500;0090 
1 res of their actions. Now. the total value, as they were rated 
* e oi hen created, extended to 1,797,500,000.5 arenen 
1 os SE, than one tenth, part of the value fold off. | ger 
1 hex * Why therefore create ſuch e of A iets, nd 
Sa fo far beyond the demand for them, but to throw duſt in the eyes 
of the public; to keep up the ſpirit of infatuation ;/ and to pave 
the way for the final execution of the plan? (ON ETTEOTNE 
The actions being brought, by four — creations, of the 
x3th and 28th of September, the ad and 4th of October, to their 
full number, the company, during chat interval, obtained the ge- 
neral receipt of the whole revenue. Thus, ſays Dutot, vol. i. 
p. 197 the company was intruſted with the whole revenue, debta 
and expences of the ſtate, and all unneceſſary * Was old 
in collecting and adminiſtring it. 
In the month of November 1719, the credit of ta bank, ac of 
Ihe company, was ſo great, that the actions roſe to 10, oo0 livres. 
Notwithſtanding, ſays Dutot, vol. ii. p. 198. that the company did 
what they could to keep down the price, by throwing into the mar- 
ket, in one week, for no leſs than 30 millions. He afligns/ſeven 
-different 'reaſons for this, which, all put together, are not wort 
one; to wit, that che Regent was ready to buy up nr 
lay upon hand, in concert with the * "SOT 
| * if 


actions — — — do hto deliver part e Me 
vaſt number they fill had unſdid, at the. ſtandard value of [$600 
leres; at which they were rated when | created; and this Nu 
have effectually prevented their Nſinng to 75600 eres. 
But ir was the intereſt of the Regent, lid dras at that time well 
provided with actions, to ſtock.- job, and to buy with one hand, 
while he was, ſelling with the other : theſe operations were then 
as well known in the ſtreet R as now in ere 
alley. 52 
AS A 006 u me juſtneſs of my allegation, that he Regünt bs 
doing all he could to raiſe the price of the actions. Dutot informs 
us, in the place above cited, that the bank, at this very time, Was 
lending money, upon the ſecurity of actions, at 2 per cru. If that 
was he caſe, how was it poſſible chat an action, with 200 livres 'divi- 
dend, ſhould fell for leſs than 10% livres, en the dara 21 
refponding to 200 livres, at 2 per ten.? un DOT Th 
cis is evident; and were itneceſfary; e 156er . d | 
edn that the rife of *the eee e pj '® 
political combination zg id Said ang Jo 
But i money, at that time, came Skar ts indie Man ses 
and if the company Was able to afford: 200 livres upon the action: 
where was the inecfuity ef raiſing che actions'to40;000 livres! con- 
feſs I can ſee none, nor do 1 perceive either the impoſſibility or 
improbability of the e had matters been rightly con- 
ducted. | n in 
As to money's falling to 2 per cent. 1 10 man of abe un may 
expett to ſec it, without a Mi/ifhpps: and as for the payment of the 
dividonds, there never were in the hands of the publie nor ever 
could be, had all the creditors of the 2000 millions of public debrs 
inveſted: in actions at 10, a- piece, one half of 624, o actions 
dliipaſed of: conſequently, the 200 hvres dividend would not have 
amounted, WPapt312606 ö 40 more thaty mmm | 
aon D Wh pipegee at fect And 
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and the revenue of the company, « as we have ſeen, exceeded 89 
millions a year. V2.5 110 

This till tends to vindicate the Regent from the grofs! e tion 

of fraud, in the conduct of the Miſſiſippi. 
But what ſhould ſtill more exculpate that prince, in the eyes 0 
every impartial man who examines the whole conduct of the af- 
fair, is the uniform ſentiments of the moſt intelligent men. in 
France concerning the doctrine of money and credit. 

When we find Dutot, who wrote againſt the arbitrary change 
of the coin; and De Melon, the Regent's man of confidence and 
ſecretary, who wrote for it, two perſons conſidered in France 
as moſt able financiers, both agreeing, that during the operations 
of the ſyſtem, money never was to be conſidered but according to 
denominations ; that there was nothing againſt good policy 1 in 
changing the value of theſe denominations ; and that paper- 
money, whether iſſued for value, or for no value, or for the pay- 
ment of debts, was always good, providing there was coin enough th 
France for the changing of it, although that coin did not belong to 
the debtors in the paper; when theſe principles, I fay, were 
adopred by the men of penetration in France ; when we find them 
publiſhed in their writings, many years after the Regent's death, 
as maxims of what they call their credit public ; I think it would be 
the higheſt injuſtice to load the Duke of Orleans with me (ND im- 
puration of knavery, in the Miſſiſippi ſcheme. 

Law no doubt ſaw its tendency. But Law ſaw alfo, that credit 
ſupported itſelf on thoſe occaſions, where it ſtood on the moſt 
tickliſh bottom: he ſaw bank notes to the amount of more than 
two thouſand millions, iſſued in payment of the King's debts, 
without occaſioning any run upon the bank, or without ſuggeſtmg 
an idea to the public that the bank ſhould naturally have had ſome 
fund, to make them good: he ſaw people, who were in poſſeſſion 
of a value in paper exceeding 6000 millions of livres, 60 to the 
marc, (Dutot, vol. i. p. 144.) look calm and unconcerned, when, 
in one day, the coin was raiſed in its denomination to 80 livres in 

the 
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the, marc; by which operation, the 6000 millions of the day before 
loſt 25 per cent. of their real value. He ſaw that this operation did 
not in the leaſt affect the credit of the bank paper becauſe people 
minded nothing but denominations. 

He ſaw farther, that by the operation propoſed, the whole debt of 
the King would be transferred upon the company. He ſaw that theſe 
debts, being turned into bank notes, would not be ſufficient to buy 
above 200,000 actions, at the value they then ſold for. He knew that 
the Regent, who had bought 450,000 of theſe actions at 5000 livres 
apicce, that is, at half price, would remain in poſſeſſion of 200, ooo 
actions, after ſelling enougli to draw back the whole of the bank 
notes iſſued for the payment of the debts; and he ſaw that the com- 
pany of the Indies had a yearly income of above 80 millions to enable 
them to make good their engagements: beſides, he ſaw a power 
in the King to raiſe the denominations of the coin at will, without 
ſhocking the ideas of his people, by which means he might have 
paid the 20co millions with one louis d'or. Put all theſe circum- 
ſtances together, and I can imagine that 1 brain was turned; 
that he had loſt ſight of all his principles; and that he might be- 
lieve that his former common ſenſe, was, at that time, become: 
abſolute: nonſenſe in France. 


That common ſenſe may become Sansa is a thing by no 
means peculiar to France, but quite peculiar to man. 

I ſhall offer but one argument more, to prove chat the Duke of 
Orleans, and Law, could have no premeditated deſign of defraud- 
ing the public, by theſe wonderful operations; which is, that 
admitting the contrary, would be allowing them an inſinite 15 
riority of underſtanding over all the reſt of Europe. EI 

Until the bubble burſt, no body cui know where it was. to 
end: every thing appeared very extraordinary indeed; and the 
tatal cataſtrophe might have been expected from the greatneſs, of 
the undertaking, merely. But if there had been any roguery in 
che plan itſelf, it muſt have appcared palpable long before; be- 
1 2 '1 . * cauſe: 
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cauſe the whole of the per in "which only- it. could _— 
were public. | 
All the notes were created by public 20 of a fo were the 
actions: the loan of 1600 millions to the King, by the company, 
was a public deed; ſo was the alienation in their favour, of 48 mil- 
lions for the intereſt of that ſum. Notes were avowedly coined in 
order to purchaſe actions, (Dutot, Vol. I. p. 144.) the creditors were 
avowedly paid -with bank notes, at a time when it was forbid to 
have ꝓco livres in coin in any perſon's cuſtody ; conſequently, it 
Was alſo forbid to demand coin for bank notes. 

Now all this was going on in the months of . March, 
April, and the beginning of May 1720; and no ſuſpicion of any 
failure of credit. The coin alſo was ſometimes raiſed, ſometimes 

4 diminiſhed in its value, and {till the fabric ſtood firm. 

Under theſe circumſtances, to ſay there was knavery, is to ſay 
that all the world were abſolutely blockheads, except. the Regene 
and John Law: and to that opinion I never can ſubſcribe, _ .. 

It may ſeem ſurpriſing that 1 ſhould take ſo much pains to ning 
cate the two principal conductors of that ſcheme. My intention is 
not ſo much to do juſtice to their reputation, which has been groſsly 
calumniated by many, who have written the hiſtory of thoſe times; 
as to prove, that an ill concerted ſyſtem of credit may bring ruin 
on a nation, although fraud be out of the queſtion : and if a nation 
be plunged into all the calamities which a public bankruptcy can 
occaſion, it is but a ſmall conſolation to be aſſured of the good 1 in- 
tentions of thoſe who were the cauſe of it. 
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CHAP. - XXXI. 


Cantinnation of the Account of the royal Bank of France, until 
the total Bankruptcy on the 21f} of May 1720. 


NOW reſume the thread of my ſtory. We left off at that period 

when the credit of the company and of the bank was in all its 
glory, (November 1719) the actions ſelling at 10, ooo livres; divi- 
dend 200 livres a year per action; and the bank lending at 2 per 
cent. all this was quite conſiſtent with the then rate of money. 

In this ſtate did matters continue until the 22d of February 1720, 
when the bank was incorporated with the company of the Indies. 

The King ftill continued guarantee of all the bank notes, none 
were to be coined but by his authority: and the controller-general 
for the time being, was to have, at all times, with the Prevot des 
marchands of Paris, ready acceſs to inſpect the books of the bank. 

As the intention, at the time of the incorporation, was to coin a 
very great quantity of notes, in order to buy up the actions; and 
to borrow back the money, in order to pay off the creditors ; it was 
proper to gather together as much coin as poſſible, to guard againſt 
a run upon the bank: for which purpoſe the famous Arret de Conſeil,” 
of the 27th of February 1720, was publiſhed, forbidding any per- 
ſon to keep by them more than 500 livres in coin. 

This was plainly annulling the obligation in the bank paper, ta 
pay to the bearer on demand the ſum ſpecified, in filver coin. 

Was it not very natural, that ſuch an arret ſhould have, at once, 
put an end to the credit of the bank. No ſuch thing however hap-- 
pened. The credit remained ſolid after this as before; and no body 
minded gold or ſilver any more than if the denomination in their 
paper had had no relation to thoſe metals. Accordingly, many, who 
had coin and confidence, brought it in, and were glad to get paper 
for it. 
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The coin being collected in about a week's time, another Arret de 
Cuynſeil, of the 5th of March, was iſſued, raiſing the denomination 
from 60 livres to 80 livres the marc. Thus, I ſuppoſe, the coin 
which the week before had been taken in at 60 livres, was paid 
away at 80: and the bank gained 33 per cent. upon this operation. 
Did this hurt the credit of the bank paper? Not in the leaſt. 

So ſoon as the coin was paid away, which was not a long ope- 
ration, for it was over in leſs than a week; another Arret de Conſcil, 
of the 11th of the ſame month of March, came out, declaring that, 
by the firſt of April, the com was to be again reduced to 70 livres 
the marc, and on the firſt of May to 65 livres. Upon this, the coin, 
which had been paid away the week before, came pouring into the 
bank, for fear of the diminution which was to take place the firſt 
of April. In this period of about three weeks, the bank received 
about 44 millions of livres; and thoſe who A it in thought 
they were well rid of it. 17 

It was during the months of 8 March, and April 1720, 
that the great operations of the ſyſtem were carried on. 

We may ſee by the chronological anecdotes in the 36th chapter, 
what prodigious ſums of bank notes were coined, and iſſued during 
that time. It was during this period alſo, that a final concluſion was 
put to the reimburiing all the public creditors with bank notes: in 
eonſequence of which payment, the former ſecurities granted to 

them by the King, under the authority of the parliament of Paris, 
were withdrawn and annulled. 

Here then we have conducted this ſcheme to the laſt period. 

There remained only one ſep to be made to conchude the opera- 
tion; to wit, the {ale of the actions, which the Regent had in his 
cuſtody to the number of 400,000, ant 

Thele were to be fold to the public, who were at this time in pol- 
{c{lion of bank notes to the value of 2 235 083 590 livres. Sce the 
forcgoing table. 


f 511 531 


Had che ſale of tlie actions taken place es notes would all 8 
returned to che bank, and there have been. deſtroyed: by which 
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operation, 'the company would have become debtor to the public 
for the dividends of all the actions in their hands, and to the King 
for all thoſe which might have remained in the hands of the Regent. 
Theſe proportions we cannot bring to any calculation, as it would 
have depended entirely on the price of the actions during fo great 
an operation ; and on the private conventions between the parties, 
the Regent and the company. | 

But alas! all this is a vain ſpeculation. The ſyſtem which hitherto 
had ſtood its ground in ſpite of the molt violent ſhocks, was now to 
tumble into ruin from a childiſh whim. 

In order to ſet this ſtroke. of political arithmetic in the moſt ludi- 
crous light poſſible, I muſt do it in Dutot's own e uttered with 
a ſore heart and in ſober ſadneſs. 

He had ſaid before, that the coin of France was equal. to 1209 
millions of livres at 60 livres the marc. This marc was now at 65 
livres (in May 1720, as above) ſo the numerary value, as he calls it, 
(that is the denomination) of the coin was now riſen to 1 300 000 000; 
but the bank notes circulating in the month of May were carried 
to 2 696 400 2co; then he adds, | 

„ The 1300 millions of coin which were in France, were very far 
from 2696 millions of notes. In that cafe, the ſum of notes was 
to the ſum of coin, nearly as 22, are to 1; that is to ſay, that 207 
livres 8 ſols 17 denicr in notes, was only worth 100 livres in coin; 
or otherwiſe, that a bank note of 100 livres, was only worth 48 
livres 4 ſols 5 deniers in coin, or thereabouts.” Would not any 
mortal conclude from this, that the whole ſum of 1 309 millions had 
been in the bank, as the only fund for the payment of the paper? 

This is a laboured equation, and from it we have a ſpecimen of 
this gentleman's method of calculating the value of bank paper: 
but let us hear him our. 

« This prodigious quantity of money in circulation, ſays he, had 
« raiſed the price of every thing exceſſively: fo in order to bring 
© down prices, it vas judged more expedicnt to diminiſh the deno- 
- mination of the bank notes, than” to raiſe the denomination of 

Mm 2 the 
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the coin; becaufe bh dlm miſncd te: hani or money this 


5 augmented it., Dorit bois 
This was the grand point put under deliberation, before the fa- 
mous arret of the 21ſt of May was given, viz. whether to raiſe the . 
value of the coin, which did not belong to the bank,” but to the Frenb 
nation, to double the denomination it bore' at that time, that 'is,"to 
130 livres the marc, by which means the 1300 millions would 
have made 2600 millions, or to reduce the 2600 millions of bank 
notes to one half, chat is, to 1300 TOTS, me _ denomination 
of the coin. 5 2 
Jo ſome people i it would have appeared more proper, to allow 1 mat- 
ters to ſtand as they were, as long as they would ſtand, at leaſt until 
the actions had been all ſold off; but this was not thought proper. 
After a moſt learned deliberation, it was concluded to reduce the 
denomination of all the paper of France, bank notes as welt as 
actions, inſtead of raiſing the denomination of the coin; and this 
becauſe prices were in, proportion to the quantity of the denomina- 
tions of money. | 
The arret, was no ſooner publiſhed than che whole paper fabric 
fell to nothing. The day following, the 22d of May, a man might 
have ſtarved with a hundred millions of paper in his pocket. 
This was a cataſtrophe the like of which, I believe, never hap- 
pened: it is ſo ridiculous that it is a ſubject fit only for a farce. 
Here Dutot's lamentations and regrets, are inimitabbe. 
In one place he ſays, Credit was toa far ſtretched to be folid., Ir 
as therefore proper to ſacrifice one part, to give a ſolidity go the 
other. Even this was done; but the conſequences did not cor- 
**refpond to the intention. Confidence, which is the foul of credit, 
N eclipſed itſelf, and che loſs of the bank note, _ on the loſs of 
” che action.“ ne 7} SHO) 03 1 911 1116 
. in another place he lays, * This arret of the . n 
y « cording to ſore h eit lepuit“ (a very mildexprefiion!)* deſtroyed 
all confidence in the public; becauſe the King had diminiſhed 
one 


* 
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* one half oc that paper money ( ha hanb qed) Which had been 


«. declared fixed.” i byynomegys ” 
ls it not a thouſand pities that confidence ſhould have diſappeared 
upon ſo ſlight a Wound given to equity. only in the opinion of 
ſome ?. For Dutot thought the operation Paſt, conſiſtent with, the 
principles of public credit. icon Ms: 

He tells us, that a letter was writ to calm the minds of the 
people, and to ſhew them how abſurd it was, to allow the paper to 

be fixed, while the coin varied: but, ſays he, “as there was a reve- 

nue attached to the action, the value of that paper did not depend 
« ſo much upon the capital, as on the ſum of the intereſt.” Very 
juſt. But were the dividends to ſtand at 200 livres, without ſuffering 
the ſame diminution as the action? And how was confidence to 
ſubſiſt in a country, where the denominations of both the "paper 
and the coin were at the diſpoſal of a miniſter?” 897 Nom 6 TOA 

The diminution upon the paper; by the arret of the 2 rſt of May, 
raiſed a moſt terrible clamour; and Law became the execration of 
France, inſtead of being conſidered as its ſaviour. He way baniſhed, 
and reduced to beggary the ſame day. | 

What profit could either the Regent, or Law; have ————— the 
ſucceſs of ſuch an operation? Had the coin been raiſed to 130 livres 
the marc, no hurt would probably have enſued, and tlie ſy effect 
would have been produce. 

Had matters been left without any anale no toads 
quences would have followed: | theſe exiſted: only in the heads of 
the French theoriſts. There was, indeed, twice as much money in 
bank notes as in coin, in the whole kingdom of France; and what 
chen bib np wit ud 800 an e 1306 
When the Regent ſaw the: fatal eſſects of his arret of, the 21ſt 
of May, he revoked it on the aych of the ſame month,, On the 
29th, he raiſed the coin to 82 livres 10 ſols in the d and re- 
eſlabliſhed all the paper at its former denomination: 885 as Dutot 

has ſaid, e ae no more. to be 7 
| gthing 
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Nothing ſurpriſes me, but that ſhe lived ſo long under ſuch an 


. Management. 


Dutot, in talking of this augmentation of the COIN, ON the 29th of 
May, to 82 livres 10 ſols, ſays, © This operation was conſiſtent with 
the principles of public credit, and advantageous. They would 
© have done better had they puſhed the augmentation to 135 livres 
« the marc; which would have made the ſpecie of France equal 
to the ſum of bank notes.” Theſe are his words, p. 165. 

Are not theſe very ſenſible principles, coming from a man who 
has writ a book, which indeed few people can underſtand, in order 
to prove the great hurt of tampering with the com of France ? 


CHAP. XXXII, 
Concluſion of the Miſiſippi Scheme, 


HE Regent, perſuaded that the blunder of the 21ſt of May was 
abſolutely irreparable, fell to work next to clear accompts 
with the company. 

He owed them 16-0 millions capital, and 48 millions a year of 
intereſt upon it. 

On the other hand, he had in his poſſeſſion no leſs than 400, 
actions, which at 200 livres dividend, which the company was 
obliged to pay, amounted to 80 millions a year. 

How the Regent and the company ſettled matters, I do not know. 
preciſely. This, however, is certain, that by the arret of the zd of 
June 1720, the number of 400 oo actions, belonging to the Regent, 
were burnt; and 24.000 more which had been created by his parti- 
cular order, the 4th of October 1719, and neyer to to th 
company, were ſuppreſſed. | 


WEE © | 
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On the other hand, the company ceded 25 millions a year, of the 
48 millions which had been transferred to them. 

That ſum was conſtituted anew upon the town-houſe of Paris, as 

a fund to be ſubſcribed for by the proprietors of bank notes, at 
the rate of 21 per cent. or as the French call it at the 30th penny. 
(Dutot, p. 168) In conſequence of this, 539 millions of bank notes 
were ſubſcribed for, and paid in, in the month of June 1720. 

After the deſtruction of the 400,009 actions, the credit of the bank 
notes languiſhed until the 1cth of October 1720. | 

The object for which they were created was now gone. The 
whole ſcheme of transferring the King's debts upon the company 
vaniſhed in the conflagration of the actions. What was then to be 
done? 

The bank was at an end: 22 35 millions of diſcredited bank notes 
in circulation, and a ſmall ſum of coin to make them good, was a 
ſituation which no authority could long ſupport. 

The reſolution then was taken to put a ſinal conclufion to this 
great affair; to bid a long farewel to credit and confidence ; and to 
return upon the old ſyſtem of rents upon the town-houfe of Paris 
and of coming at money in the beſt way they could, 

We ſhall now ſee how this was accomplithed ; and from that 
form a pretty good guels at the extent of the fraud committed, with 
reſpect to the creditors of France ; not io much, I think, from any 
intrinſic defect in the Miſſiſippi ſcheme, as from the diſtreſs the na- 
tion was thrown into, by the ignorance of thoſe who over-rujed 
John Law in conducting it. 

We have ſeen how the actions were reduced's to the number of 
co, ; We mult now give an account of the deplorable fate of the 
bank notes. 

By the arret of 1oth of October 1720, all bank notes were entirely 
ſuppreſſed ; and it was declared, that after the 1ſt of December fol- 
lowing, they were to have no courſe whatſoever. 

Here follows the arrangement of this great affair, viz. the liqui- 


dation of 2 696 400 ooo livres of bank notes as regulated by this arret. 
| 19:9, Of 
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140, Of the above total note ' mained in the 
bank at that time, fort 1 — 460 livres. 

2do, Subſcribed for at 2. per cent. in June 1520-530 o 
30, Carried to the bank by JR — 8 
a fund of credit there - 200 000 000 + 

4to, Paid in coin by the bank MA 18 ETA n en 


1 527 327 460 

This ſum of notes was ordered to be burnt by the arret of the 
10th of October. 

The remainder ſtill ; in the hands of the public, fays the arret, was 
to the amount of 1 169.720 540 livres, and the King declares, that 
the holders of them might employ them as follows : | 

imo, In purchaſing the remainder of the ſubſcription of 25 mil- 
lions of rents on the town-houſe of Paris, a at 22 FORE 

per cent. inde EE. - 470 ooo ooo livres. 
ado, In purchaſing a aer aum mand FO 
on the town-houſe of Paris, of 8 millions of 
perpetual annuities, at the rate of 2 per cent. or 
at the goth penny - - - - = gqo0000000 
3tio, In purchaſing a farther ſum conſtituted g 
on the town-houſe of Paris, of 8 millions of life- 
rent annuities, at 4 per cent, or at the 25th 


penny 2 - - - - - - oo ooo 000 
Theſe ſums amounted to 950 000 000 
Sum above - - - I Aar 327 460 
Together - OA, —*— 2 497 327 460 


There ſtill remained outlanding about 200 dene of bank 
notes. 

Theſe were ordered to be diſpoſed of in ſeveral different ways, 
mentioned in the arret of the 10th of October; which it would be 
needleſs io mention, as it would require a long explanation to make 
the thing underſtood : let i ſuffice that there was an outlet provided 


for them, which brought in between 2 and 3 per cent. 1 
us 
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Thus we ſee the concluſion of the whole affair. 80 
At the beginning, the King's debts ſtood at 2000 millions capita, 


and 80 millions intereſt very ill paid. 
ar the end of the, chene there had been. coined of .note 
about i e 


e 1720 707 mil. 
And paid in coin <- <- <= += 90 


bis ſubſtracted 1 797 millions. 
There remained outſtanding in bank notes 1899 millions. 
Add to this 100 millions ſtill due by the King | 

to the company for the billets d etat withdrawn in 

conſtituting the firſt 200,000 actions which ſtill ſub- 


ſiſted, and for which the e was to receive 
5 Per cent = - = * = ad * 
So the capital of the King's debts remained at 
Balance gained by the whole operation — 


Conſequently mere was little or no fraud as to the 1 
,, © © » > ONES 

Let us next examine the ſtate of intereſt. | 

The intereſt at the laſt was, 

Imo, Of rents conſtituted in June 1720, on the town-houſe, at 


2+ per cent. or at the 40th penny - < = 25 millions. 
2do, Ditto of the 1<th of October 1720, at 2 per cent. 
or at the zoth penny - - - - - 8 millions. 


Carry over zz millions. 


* There are, however, in France at this day, many perſons who are ſtill in poſſeſſ. on 
cf large fums of thoſe notes. T his makes ſome people believe, that all the paper was 
called down without any equivalent given. The reaſon of thoſe not-s remaining, is, 
that either the proprietors negleed the occaſion offered by the arret of the zcth of 
Ottober, or that they were in hopes that perhaps the bank 2 again fecover ie cre- 
dit, They were miſtaken; ind the notes are loft, 


r nn 
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rfl en bytogaut 5d ident Brought oer 38 millions. 
gtto, Dinoae:dins: upon lives at 4 per cut. An 11 ory 


2 G10) M11 11> 10 1369] nnn tic! eee 


41, Due to Sen en age ne nahen "att 0 
100 millions ſtill paid them at this day at 5 per cent. Tepe a 
5to, For the 200 millions of credit at the bank, ſuupp--⸗-ñ 
poſe at the rate of 3 per cen. millions 

60, For the laſt 200 millions provided for i in different 
ways, ſuppoſe at 2: percent. + fe ns = n 
to, Allowed to the company to indenanifp them for 
the loſs they ſuſtained by theſe arbitrary ways f 
reckoning with them, 80 millions at 5 per cent. ſtill 


paid them ” by - * 85 _ 4 millions. 
2 (ti LIKED | HW 19160 | 57 * 
The intereſt at firſt vas do millions 7 


The intereſt at laſt was 3 millions 


0 N 
Defrauded by the ſcheme 1 millions a year. 


. 


This is (as near 48 16 can gueſs a at 10 the fate * the 1 00 bank. 


ruptcy in 1 720. 


The creditors were robbed of 23 milled a year. I call-it robbed, 
becauſe the intereſt due to them was diminiſhed by that ſum, with- 
out their conſent, and in conſequence of the moſt arbitrary pro- 
ceedings ; whereas, had the ſyſtem been conducted with ability, 
the whole of the debts would have been brought to an intereſt of 
48 millions, inſtead of 57, and no body would have complained of 
injuſtice, 
Money likewiſe might have been brought to 2 per cent. The 


160 millions borrowed of the company at 3 per cent. would then 


have been reduced to two; which would have brought the 48 mil- 


Vons of intereſt, upon the whole, to 32 millions: and France, from 
being reduced to beggary by the King's nn would have become 


a * cert eit 0 01 Han hd 
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Let us next gueſs at what may reaſonably be ſuppoſed to have 
been the largeſt ſum of coin ever collected in this bank: | 
I imagine that the far greater part of all the coin uppen u be 
in France during the Miſſiſippi ſcheme, remained in private hands, 
without ever _—_ Wan m. mne We of this 

opinion is, 111 „Angd cdi 11 v7 
Law never could n more eee af: his original 
ſtock, and all the value of notes he had in circulation. 
It is abſurd to imagine he ever ſhould have nad the mn or near 


it; mar ahnt n /vasgmo? 5943. 01. bawollk. an 
The bank Rock was | ird uta Als maillien 
| The notes he iſued were Pld iis 07 « {its m 
| | | 5 l | ng 51g 
_——_ = +» 65 millions. 


This is a trifle ctipared with: 1200 millions. 

Next for the united bank. The time at which'the greateſt quan- 
tity of coin was collected, muſt have been hen all credit failed, 
that is, on the 21ſt of May 1720. ee ee 

At that time coin was taken out of commerce: every one was 
forbid to have above 500 livres in poſſeſſion and every operation 
had been uſed to call it in. 

At this time, we know that all the notes coined were iſſued, Ex- 
cept to the value of 461 326 40 livres. hops 

Now we have ſeen that on the icth of October following, | there | 
were in the bank to the vale of 507 327 460 livres.” | 

Let me, therefore, ſuppoſe, that from the 21ſt of May to the roth 
of October, the bank paid away in coin, the difference between theſe 


two ſums; to wit, - 246011 056 livre, 
to thet fum what was then in ha ze. Tun 

Add th n. 

Sum I eee, 0% v1 ggtOor noge i 


min um b all we e pollibby can ſuppoſe: ne been in the bank 
on the 21ſt of May, when credit fail cdl. 303 

We muſt reckon this ſum of coin at B livres 10 ſols per marc, 
the then value; which makes about 8 146 600 J. ſterling. A large 

| Nn 2 ſum, 
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Num ub doubt; BueHitle more ting Uf yoomittions: ſterling, the 
value of a0 millions of livees, at: 66 tot mare; as haas been faid. 
Corffequently; either thoſe 4 millions Rerling were not then in 
France, or the greateſt part of the ſum had * — in private 
Hands during this whole operation 1121 

In this light I ſee the Miſſiſippi ſcheme. | e no doubtybe- 
miſtaken in many things: the lights, or rather the glimmerings, 
by which I have- deen reep een n dee 
my excuſe. 9111 ein in ai itge 9 i ng vue * 

But it is not ſo wt facts as e Bebe beigen 
through this whole diſquiſition; and the imperfect account L have 
deen able te give of the former, will at leaſt point out, I hope, the 
notions. which the French nation, at that time, had of the larter If 
the contraſt between Freneh principles, and thoſe T have laid doum, 
tend to caſt any light upon the ſubject of paper credit in general, 
my end is accompliſhed: Fe, ever prove os wok to N 


ſhall not think we labour loft, DITR NK 

"FIC +1} 90 e Wig NU 3 F197 10 335! WO! 885 1 1410 n 53111 
: 1 76e urs Wu. * * 111 ul 996 (11091 100 57 
— 1 — — cel — — | 

ee 203 Ot AONNLIPpHD zin 10 94; 
{i It x 
e 4 7 1 7. x I. . 
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1 
"wy, "_ mn aud how i | might have been fle, 
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1 SHA ALL n now make a few general obſervations upon; ae elt 
Tm and ſudden fall of credit in France in May 19267 and 1 ſhall 

geſt the means by Which, Tthink, ir might have been fuſtained, b 
en after all the Pecdeiing wifma — ſe NIN 590 BEE 


\»Was ix apy wonder has the French Should be eaten at this 
;Prodigious. rey olution, 1 this imm 7 59 enſe value e ” L. he 21ſt 
i9h/Maye, 32 at the, total diſcredit. o N N bit of" 22 FRE day fol: 


wing? 


If 
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Af care was a value; ſaid they what is heceme of ish dt there 
never was any value how: could a natien beſo deceived? Ihis. 
phznomenon has puazled many a head; but the nature and prin- 
eiples of credit furniſh an eafy ſolution of its; 1... 51 10 „oft 
In deducing the principles of; credit, we have ſheyn thet n gen- 
manent: and well e, fund) of, intergſt i is always equal in <alue 4% 6 ro- 
reſpumding capitai. 19% 1 icke 1 Off) eth teen fri Ar itrt 
The difference 3 a permumnent and well ſecured fund, and a 
precarious and ill ſecured fund, conſiſts in this, that the firſt;neyer can 
3 Noni 25 h Hum g on Bt i 2118 
- Now: the fund, in this caſe, was at fin neal and did; exiſt; hut it 
Was rendred precarious, by a. blundering adminiftration ;. then 
eredit failed, and in that convulſion, the fund of intereſt was frau 
1 diminiſhed by an act of power. 511 9 d non os 
Had the true principles of credit heen underſtood ip France, the 
bank notes and actions might have heen ſupported, even after the 
arret of the 21ſt of May: and all the monſtrous value of paper, 
raiſed ſo high by the low rate of intereſt, might have been pre- 


ſerved: conſequently that 2 in capital, 2 exiſted relatively to. 
the rate of intereſt. - 8 


As the object of the FN: difquifition into- the principles upon 
which the Miſſiſippi ſcheme Was conducted, is only intended as an 
illuſtration of the principles of credit in general ; I ſhall firſt account 


for the wonderful phænomenon above mentioned, and then ſhews 
how, in the greateſt of all the French diſtreſs, their credit e 


A 60 the wonderful phenomenon of the proigions' wee palth, creat arhd 
by the. Hſtem, and N ND 6s I 1 t it there 


had been no ere conſe - 

fall of f11 172 1150 

R 1mo, V We babe ſeen tha at at 1 dat of the EE Sack {ies 

the inter 55 fe pi pes amounted to 80 millions. "Was not thivka 

fund. whic have TIN Ay permanen on 
gat 
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any man ſay, that a regular plan or n intereſt was a 
means of creating new wealth! Certainly nor. 

ada, Theſe debts Were ſecured by contratts : of | . a n, 
rents upon the toum · bouſc f Paris: à ſecurity taken in the name 


of a — besen n nen form of levers 
transfer. "IO 110 58 IS 


115 


By the ee we . baun Letpldinig; all thiefe: Geonviticl were 
changed: and inſtead of conſtitutions of rent, bank _ in pe 
the King was equally debtor, were given. 

Will any man ſay, that this was the means of either eee 

diminiſhing the wealth of France? Certainly not. A man who has 
a good bond in his pocket is as rich before it is paid wich bank 
notes as after: but he has not fo much AGEs gd be- 
cauſe the bond is not money, and the notes are. 

gtio, We have ſaid that the intereſt of the nn dees amounted 
to 80 millions a year, at 4 per cent. 

We have feen eee ebene bai epeeeüdah win 
a fund equal to this fam; arifing front the 48 millions which the 
King paid for the loan of the paper with which the debts were to 
be paid, and from many other lucrative branches of revenue; 
which inſtead of being burthenſome to the King, were, on the 

contrary, a nieans of augmenting Wis income, by the advanced 
rent the es wi for . different farms which pee 

Had the mublic Gelb ate; eine ens 
they would, in confequence of that operation, have become ſharers 
in the fund of 80 millions a year, adminiſtred by themfelves, (and 
they would then have been the company) open to IPL wy 
trade abroad, and by a good adminiſtiation at home. 

Had this ſyſtem been carried on in a plain eaſy way, conviteritty 
withy common fenfe, the ipublic/'creftitors would have been paid; 
the King's revenue augmented; and it would have been put under 
„ e eee ial I n gn 169192 9113 1199 
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But when, by the abfurgd operations of changing the denomina- 
tions of coin and paper, and wantonly playing wich every man's 
property, the creditars ſaw themſelves ſtanding on the brink of a 
precipice; and finding, inſtead of à good contract on the-town- 
houſe of Paris, a bank note put into their hands, which might be 
diminiſhed in its value by one half every month, while at the ſame 
time the coin might be raiſed to double, it was very natural to ſup- 
poſe, that the intention of dhe King's miniſters was to withdraw 
from them totally theſe 80 millions, leſs or more, to which they 
were entitled: in which caſe, there was an annihilation indeed of 
all the notes; but there was no annihilation of wealth: for in that 
caſe, the wealth was ſtill the ſame, only it was transferred from 
the ereditors to the King the:dedtov:! that is, the creditors were 
defrauded. nod H uso 
On the other hand, Rood the eee of chi addons ſold. Theſe 
were in uſe to make a traffic of buying and ſelling the 20000 ac- 
tions which had been in their hands ever ſince! September 1717, 
when they were firſt created. For we have ſhewen, that the poſterior 
creation of actions by the united company, was à mere deluſion, 
as they were all found in the cuſtody of the Regent. The actions, 
1 ſay, were immediately put into a ſtate of flagnation; becauſe of 
the diſcredit caſt upon the n - _ nm it — Wen uſual 
to buy them. . 
4to, I muſt obſerve, that the "res of a paper dich carries 
no intereſt, is equal to a temporary annihilation. The holder then 
is deprived of the uſe of his * 1 men for the loſs 
he ſuſtains. Ot) 
If, therefore, it had deen pollible hw leads 
this bank paper, without allowing it to die away, as it were, in 
this temporary fit of fainting, credit would have revived: all ac- 
compts would have been kept clear, for this is che n en 
money. and ſo ſhort a ſhock; would hardly have been felt. 
But the great damage reſulting to the public upon every ocra- 
ſon of this kind, proceeds from the delay in applying the proper 
remedy. 


*- 
* , 
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remedy. When any paper 1s diſcredited, it n falls! in its 
value. The perſon then who is the original and real creditor fot 
the whole value, and in whoſe hands the paper is when it ſuffers 
the diſcredit, ſells at diſcount: this is an irretrievable loſs to him; 
and when the paper recovers its credit again, either in part, or on the 
whole, the profit then belongs to the perſon who had bought it at 
diſcount, and does not go to indemnify the real ſufferer. + + 
This was the caſe with reſpect to the notes of the French bank : 
they were allowed to languiſh from the 21ſt of May that they were 
diſcredited, until the roth of October, whe their * was decided, 
as has been ſaid. 
Farther, we have ſcen, that this whole movement * 8 had 
for its baſis 89 millions a year, originally paid to the creditors for 
their intereſt, - This ſum anſwered to the capital of 2000 millions; 
becauſe at the old King's death, intereſt was fixed at 4 per cent. 
When, by the operations of the ſyſtem, all this capital was turned 
into money, that is, bank notes, the regorging plenty of it made 
intereſt fall to 2 per cent. conſequently, the capital, which conſtantly 
draws its value from the intereſt paid for it, roſe to 4000 millions. 
We have ſaid that the total value of the paper roſe to 6000 millions; 
but we mult reſlect, that above 2000 millions of theſe 6000 millions 
was in bank notes, and employed in buying of actions. So that 
both the notes and the actions muſt not be reckoned as W 
together. 
Had the Regent fold hb actions, he would have burnt 2000 Mil- 
lions of bank notes, and thus the value in paper would have re- 
mained at 4000 millions, ſo long as intereſt remained at 2 per 
cent; ; and had intereſt fallen ſtill lower, and dividends remained at 
200 livres per action, the value of actions, and conſequently of this 
capital of 4000 millions, would have riſen in proportion, juſt as the 
value of the capital of the debts of Great Britain riſes and falls ac- 
cording to the rate of money; although the ſame . of nt 
be paid to the creditors at all times. | Bae It 


This 
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-This-augmentation, therefore, eee capitals, 
33 Miſſiſippi, of lands as well as actions, as in conſequence 
of the fall of intereſt, and from no other artifice whatever. Lands 
in France, at that time, 1 mn denen 
Vol. II. P+ 20%} iphone ge: ur <7 f 

When credit failed, ac — all hin e . Was 
thrown into a ſtate of ſtagnatĩon, intereſt roſe, in proportion to the 
deficiency of the ſupply for the demands of borrowers. The value 
of capitals then diminiſhed,” But this might have happened from 
another cauſe, had there been no bankruptcy, or intention to de- 
fraud the creditors: a war might have produced it; or any circum- 
ſtance which might have raiſed the rate of intereſt. 

be rife, therefore, upon capitals, — inhoeths Fangh | 
Cider here as 0 acquiſition of wealth: I rack en 
which is the annual produce of the capitals. Fat 

So much for the reſolution of this — 8 U 

I muſt now ſhew · that in the height of the diſtreſs, the confidence 
of the public was ſtill to be regained, and „ —— even 
after the fatal arret of the 21ſt of May 1720 ++ 

I lay it down as a principle, that whoever his @ ſuſſcicat fund, and 
pays intereſt regularly for the money he owes, runs no riſk of lofing his credit. 

So ſoon, therefore, as the Regent found that by his arret of the 
21ſt of May, all credit had diſappeared ; had he, upon the .27th of 
the ſame month, or at the time he raiſed the coin to 8 livres 10 ſols 
per marc, ordered all bank notes preſented to the bank, cither to 
be paid in coin, or marked in the books of the bank as hearing 
intereſt at 2 per cent. I ſay, credit would not have ſuffered in any 
compariſon to what it did. No body then would have ſold a note at 
diſcount ; and had it been A he en nnn. in 
tereſt to be paid monthly. ' 

The authority I have for this cpinion: jour, hd * ahat 
upon opening the ſubſcription of a5 millions in the month of June, 
the notes fell in their value 11 per cent. only, 
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Noe the rate of this ſubſcription Was at 22%er rent! as We Have 
ſeen; conſequently, if 100 Rerès df ibtey loft hut 172 per cent. they 
were worth'884 livres in colin, brit theſe v8 livres in notes were 
worth 2 per tunit. betauſe the fubſeriptibſi Was open at that rite! 
conſequently 88; livres in coin was alfo worth. livres 10 fols! her 
annum conſequently intereſt, at that time, Was at 2825 per dent. 
that is, below 3 per cent. even after the bankruptcy): bas 
© Where then was the great harm? Where was the occaſion” 0 
immediately to the deſtruction of actions, which were i the Re- 
gent's own hand? A little — and — mine * 
have ſet all to rights. er nel 
I would, therefore, have left the notes Areisculnde under this 
regulation, viz. chat ſuch as ſhould be preſented to the bank ſhould. 
have had a transfer of 2 per cent. paid quarterly; or à value, ift 
actions, at 10,000 livres per action; which is the capital anſwering 


a2 dividend of 200 livres at 2 percent. at the option of the holder: and 


in caſe intereſt had come to fall ſtill lower, n ae, of Nenn 
might have been augmemtedld 0D Ot 3 

1 would have ſet before the public a full and exact nen ts 
company's funds. I would have baniſhed all myftery from the 
affairs of credit. I rent have regilived a decharatzon in parlia- 
ment, ſetting forth, d 1 It 23990 En il 

Ino, That all facure. Hates aer wich e eee 

paper or coin, were contrary to the maxims of good governmeit. 

ada, That all ſtipulations between the King and his creditors were 
to be inviolable. And, 

3119, That the parliament of Paris ſhould for ever remain inveſted 
with an excluſive right to watch over thoſe regulations in time to 
come; and I would have bound the parliament by a ſpecial oath 
for that purpoſe. I would even have had the King to take the ſame 
'oath: and he might have ratified it at his coronation in 1725. 

By theſe ſteps I ſhould have veſted a new power in the Kings of 
France which they never had before: a power of having money 
from their ſubjects, from their allies, and from their enemies: a 


power 
= 
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power they have not, nor ever will have; until the principles of 
credit be better underſtood among then z. 
„Had ſuch. a plan been followed. I have not the leaſt. doubt, bur 
that, 1. The actions would have been ſold at a very great advanced 
valus above the ſtandard of 5000 livres, at which the Regent had 
bought them: 2. That money would have come back to 2 per cent. 
and then, 3. Had banks been eſtabliſhed upon a proper plan, eaſe, 
with induſtry, ae now have anne corner 
of that kingdom. | 

. Haw infinitely, more oaks would i it have — to ellabliſh che a 
oy in 1720 than at preſent? At that time the moſt diſſicult part of 
the whole was executed. The creditors. had taken notes for their 
claims: the credit then-was, given. There was nothing to be done 
but to ſupport it. The creditors were, then at the merey of the 
ſtate: at preſent the ſtate is at the mercy; of the creditors. Were 
ſuch operations on coin to take place at preſent, as were then fami- 
liar; were the King at preſent to attempt to turn the eonſtitutions 
of rent, perpetual and life- annuities, into any other form than 
what they have, the credit of France would be undone for a long 
time; and who, knows What views of ambition a ſituation ſo de- 
plorable might not ſtir up in certain courts. of Europe. Nil: 

What ſtate would pay its debts, if it durſt do otherwiſe? And 
what ſtate. can diminiſh its. debts in any other way than by lower- 
GENES a mk But of enen * * "wy 
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ow the diminiſh ng the Denomination of thy Paper in crete, 
. 210 of May 1729, de deftroyed the Credit of France, 
when: the ſame arbitrary Meaſures talen, with regard 40 che Gas 
| _ On no ee _ | my 
| 8 
HIS is dents and — — co reſolve it in 
the beſt way Þ can; before I conclude this ſubj ect. 
The firſt thing to be done is to point out the . 
which refulted upon diminiſhing the denomination of the paper; 
* becauſe the deſtruction of the credit of France was not the imme- 
diate confequence of this arret; but the ultimate effect of a chain 
of e erer which followed fees quick upon one an- 
other. D 71 g nn offs nogy galt Te N 
he paper bar bees deckred) againd the opinion of Mr. om by 
an Arret Conſeil of the 22d of April 1719, une monnoie fire, as has 
been ſaid. Conſequently, any diminution of its denomination. was 
a plain infraction of the public faith. From this declaration in the 
arret of the 22d of April 1519, the public reaped one notable advan- 
tage, which was, that in borrowing and tending paper, every one 
was ſure that the obligations contracted could be diſſolved by re- 
ſtoring the very ſame ſpecies of property which had been received; 
but by diminiſhing the denomination of it, by the arret of the aut 
of May 1720, all ſuch as were debtors, became obliged to diſcharge 
their debts at the expence of double che ſum of paper borrowed. 
me immediate eonfequence, therefore, of touching the denomi- 
nation of che paper, was, to ſhew rhe publio chat their fortunes in 
p Ja per were liable to the fame inconveniences as fortunes dn ſpecic; 
that is, that they might be increaſed or diminiſhed; ar pleaſure. 
vy on this it was very nutural for ** 2 to reali⸗ e 
| 5 | his 
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his paper, and put it into coin: ſince, in pari caſu, it was better to 
have it in that which had ſome + atrinſic value, than in that _ 
had none at all. VIXXX „„ 

| Of all the French paper, the nores were the mot ality realize; 
becauſe there was contained. in them a. direct obhgation upon || 
bank to pay them in coin. The actions again were more difſici 

to be converted ; becauſe in order to realize them, it was neceſſary 
— who. nh give either notes or coin fur 
them. A van ons eee Br. 

A ran upon the- bank, therefore, taking place, upon the arret of 
the 21ſt af May, it was obliged to top payment! this. | 
general alarm, and deſtrayed the confidence which the public had had in 
the ate, which is what we mean by public credit. 

This point explained; it remains to ſhew; why the 8 
and diminutions upon the „ e nnen . credit 
of the paper. 1 75 

1m, The never peel afſetes, he paper ont i in- 
directly; but the diminution upon the paper affected it directly. 
he operations upon the ſpecie only affected that part of the paper 
which was made to eirculate as an equivalent for the ſpecie; or in 
other words, that part which people realized, either, 1. with an 
intention to withdraw their funds altogether out of the ſcheme; 
or 2. to profit of the opere tions upon the ſpecie ; or in the laſt Place; 
to procure ſmall ſums of money for common expences. _ 

Now as to the ſirſl, the number of thoſe who wiſhed to withdraw 
meir ſtocks were inconſiderable, in proportion to the flock-jobbers ; 
and therefore their intereſt could not aſſect the n credit; and 
the laſt was inconſderable in every reſpect. 

As to the ſecond, the government made it — difficult for * 
proprietors of notes to proſit af the operations, upon the coin. When 
it was to be dimaimhed; the diminutions were advertiſed ſome time 
defere abey wok place, and the diminution went on always by de- 
trees. nus people who Had paper, with which they could trade 
in n. actions, oonſtantly 2 in their value, by migver 


ot 
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of tlie ſlate, vlien at the ſame time the denominations of the coin 
were e lere not ae their notes to the bank fer two 
aan to e 55 | mot And Sti rol mii on BEW 
he firſt, abatgles paper ncaa dy every diminution upO 
the denomination of the ſpecie, in an exact proportion to the dini 
nution. A livre in 2 bank note, while the Tpecie was diminifhing 
by intervals from 80 livres the marc to y the marc, gained regu- 
Jarly in the hands of the poſſęſſor; whereas had he realized at any 
period but the laſt, the ſubſequent diminutions upon the ſpecie he 
had acquired with his paper would have affected the value of it. 

Ihe ſecond was, that by realizing he GREY nn the 
Profit of ſtock jobbing-. IE EH t bart at dem : 10359 of! 
The only way, therefore, for the nockitierges of e gain 
by the operations of the ſtate upon the coin, was to gueſs the time 
when the coin was to be raiſed in its value: but this was impoſ- 
ſible; for the riſing was ſudden and unexpected; whereas notice 
was conſtantly given of the fall, at ſome diſtance of time. 
For example, the money was ſuddenly raiſed the 5th; of March 
4720, from 60 livres tu 8o livres the marc; and the-r1th of the ſame 
month, notice was, given, that on the iſt of April following, it 
was to be brought down again to 70 livres per marc; and on the 
firſt of May following, to 6g livres. The conſequence of this was; 
that from the 1ith of March, people were glad to carry money to 
the bank for notes, which were to ſtand at the ſame OI 
whereas the ſilver was to diminiſh on the iſt of April. ain 
Accordingly a great ſum, above 44 ue yas brought in 
during this interval. BY Nin 0 nende, 
When the 1ſt of April came, ey © fs Shan deeb 
70 livres the marc, thoſe who were in poſſeſſion of the paper, were 
full.prevented from realizing becauſe of the future diminution 
which was to take place. When this term was come, people had 
reaſon to imagine that the ſilver would for ſome time ſtand at 6 
livres the marc; conſequently, chere was more to be gained in 
Atock-jobbing with the notes, than in realizing them in ſpecie, 
which, 
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which; in order to make proſit of it, muſt have lain dead until anew 


of May, when the famous arret in queſtion was given. Then in- 
deed the run came on with violence, and payment Was ſtopt. 


ada, The ſecond reaſon why the effects were different when the 


ſtate changed the denomination of the coin, from what they proved 
to be hen the denoutinationiel. the GN ei N ure 
be hie, 0 nog econuammmabt 1699 potty 44 9117 1816 5015 
That in France the W upon hay coin had been farnilir; 
and were expected by every body: and, perhaps, the very making 
the paper a monnoze fixe, had for this reaſon added to the credit of it; 
A moſt furprizing thing! The ſtate took care always to gain, whe- 
ther they raiſed, or whether they diminiſhed the value of the coin. 
The ſtock-jobbers, therefore, never minded the coin at all. If they 
could proſit by an augmentation by foreſeeing it, they realized; if 
they could ſee a e age n notice was n _ er — 895 
bought paper. [4 m1 6 vlnr offs ers 10 
The- „„ on . coin W affected duch as were 


either reſpectively debtors or creditors, to people who were obliged 


to pay, or to receive their debts in fpecie ; or who had a fixed reve- 
nue ſpecified in a number of livres. W the ene Was grent, 
as has been frequently'obſerved;10597 TY ro 
zitia, The operations upon the ſpecie aches 3 ir- 
trinſic value of it, however they might prevent the circulation of 
it for a fixed legal denomination;; cherefore it remained under all 
combinations of circumſtances, a thing valuable to be acquired: 
and it ſlill remained a — e * all, and was there- 
fore conſtantly demanded. o [ft ei 
But @ diſcredit caſt upon 4 I ASE EIS vg The 
value 4bereglepended entirely upon the will of the ſtate, and gvery- 
, een Was us ca ſy to annihilute it, as to reduce it to one 
half. The mr — en flopping the demand” 
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augmentation ; which was a very uncertain event. In ſhort, there 
was no run upon the bank from the 1ſt to the 21ſt of the month. 
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Vor it, that is, the currency; eee a run upon the bank 
immediately took place. 


> 


4to; The rendring the value of the- paper! pecarbeus, made every 
poſſeſſor of it ſeek to realize it without delay. The proprietors of 
the bank notes ran to the bank; and a run upon the bank, ata 
time when it could offer payment for the notes in no other value 
than actions, was a declaration of bankruptcy. Now it was the 
run upon the bank; it was. this claim which the ſubjects naß a 
"right to make upon the bank, for which the King was guarantee, 


. which deſtroyed the credit of France ; and it is very evident that no 


operation upon the ſpecie could poſſibly produce any ſuch effe& - 
In ſhort, had this operation upon the paper been ſuſpended for a 


few months; had the people of France been indulged in a little more 


time, their infaruation if. favour of the actions would have carried 
them to employ all their bank notes in the purchaſe of thoſe which 
remained in the hands of the ſtate. By this operation the far greater 
part of the notes might have been withdrawn and deftroyed, and 
when the bank found themſelves in a ſituation to anſwer the call of 
all thoſe which afterwards remained in circulation, then the ſtate 
might have boldly venturet to diminiſh'the price of actions: be- 
cauſe if that ſtop had occaſioned a run upon the bank for the out- 
ſtanding notes, there would have been coin enough to anſwer them 
at their full value; and this would have confirmed the credit of the 
bank anore 2 W 1 ; 


#513 


Was i it not & evident that — mortal would ſeek to realize a note which was to Am! 
niſh in its value progreſſively every month ? A note worth 10,000 livres, for exaimple, 
the 22d of May, was immediately reduced to'$000 Hvres, and the rt of July, 'was to 


be worth only '4 500. # This was plainly ſolliciting a run upon the bank; The firoke 
ſbonld have been-ffruck' at ones} 1137 o ! 
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CHAP. Xv. 


ine a Bank ne b oily lid in Franc, a le, fe 
"ng at preſent. py 


T dec“ of the Kings of France is limited by no written 
law, becauſe he is acknowledged to be the legiſlature of his 
kingdom ; and the exerciſe of his power is only limited by maxims 
of ſtate. The firſt of which is, that he is to govern according to his 
laws, and not according to his ambulatory wlll. 
Now, in making of laws, the parliament have a ſort of negative, 
de fafto ; becauſe the whole regular and legal execution of every law 
is committed to them: and if they refuſe to regiſter it, they refuſe 
to execute it; and a law without execution is, in fact, no law at all. 
| When the King's wil can be carried into execution by a ſingle 
act of power, the authority of parliament is of no effect in prevent- 
ing it. When this requires a train of ſyſtematical adminiſtrations, 
the concurrence of parliament, who hold the whole regular exe- 
cution of the laws, is abſolutely neceſſary, 

Banks of depoſit and of circulation, ſtand, it muſt be confeſſed, 
upon a very precarious footing, under ſuch a government. 

An order from the King is at any time ſufficient to command any 
depoſit of ſpecie which can be made within the kingdom. While 
this is the caſe, no paper can have any ſolidity, which draws its 
ſecurity from ſuch depoſit. _ 

Coin, therefore, muſt be baniſhed from all banks in France: and 
the uſe of them ſhould be entirely limited to that of an office, for 
the keeping of reckonings between people who have ſolid pro- 
perty, and who may want, on 2 thouſand occaſions, to melt it 
down in favour of conſumption, trade, induſtry, W 
the like. 
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In this light, a general bank may be eſtabliſhed at Paris; and 
branched out over the whole kingdom. The ſtock of it ſhould con- 
fiſt in land property, engaged uabliendMy,)to make good the en- 
gagements of the bank. 

Notes ſhould be iſſued upon folid ſecurity, bearing no intereſt 
while they circulate as money; and when they return upon the 
bank, either the original ſecuriries may be withdrawn, or payme 
might be made by the transfer of a correſponding perpetual inter 
Every province, every conſiderable city in the kingdom, ſhould 
be allowed to be intereſted in ſuch a bank: and in every conſider- 
able city, there ſhould be an office for tranſacting ſuch credits, and 
for regularly receiving all payments of intereſt. If the King ſhould 
think fit to allow his mint to ſupply coin, or bullion, for bank 
notes preſented, at a determinate premium, he might by this epe- 
ration advance the commercial interefts of his kingdom, in facili- 
tating the payments of a wrong balance of foreign commerce: but 
without that regulation, he bank will be perfectly ſufficient for 
promoting and ſupporting domeſtic circulation. Every one who is 
able to give ſecurity for a certain intereſt, will be {ure to find mo- 
ney: and as the expence of conducting ſuch a bank will be very 
ſmall, the intereſt for money will be very low. 

As I faid before, a bank of this kind would be no more nn 
office, appointed for keeping aecounts between people who are poſ- 
ſeſſed of any paper ſecured upon real and ſolid property: and far- 
ther, in the beginning, at leaſt, f would not adviſe to carry it. 

The general accompr of the bank would appear in a few articles, 
viz. Credits jy fo * fb 1 n to be received, ſo. 
much. 194149 <4: 20 noirgritong In 

Notes returned, ſo mg ot bf intereſt 2 bene ſo much; | 
balance in favour of the bank, ſo much. 7 

A bank of this nature would- ahfwer Wenge purple for promoting 
inqduſtry and domeſtic circulation i 191119 YAE10 notll; 

Such a bank muſt neſther ne . ever receive cain win men: 
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"NOW aiſmifs the fabjeR of hacks of 1 The mats 
able advantages drawn from this inſtitution, when properly 
corned in ſupplying money at all times to thoſe who have pro- 
perty, for the encouragement of induſtry, and for improvements 
of all ſorts, and the bad: conſequences which reſult to ſociety, from 
the abuſe they are expoſed to, has engaged me, perhaps, in too 
long a diſcuſſion of ung ne of circumſtances relat- 
ing to them. | 17949] 
I'now come. to treat of tanks of > depoſit © or of transfer of credit : 
an inſtirution of the greateſt utility for commerce. Ar 
Theſe two ſpecies of banks differ eſſentially in two ; penticatn. 
mo, That thoſe of circulation ſerve the purpoſe of melting down 
ie property into money: and of preſerving the quantity of 
it at the proportion of the uſes found for it. Thoſe of depoſit, are 
calculated to preſerve a ſum of coin, or a quantity of precious 
moveables, as a fund for carrying on the circulation of payments, 
with a proportional value of credit or paper money ſecured upon 
them. 
2do, In the banks of . the fand.y nnen Which the cre lit 
is built, is not cor porrally in the cuſtody of the bank; in the other it is. 

The fundamental principle, chen, of banks of depoſit, is the faith- 
ful preſervation of the fund delivered to the bank, upon which 
credit, in money, is taken forthe value. x 

If at any time a bank af depoſit ſhould lend, or. ſhould, ; ig any 
wife, diſpoſe of any part of this fund, Which may conſiſt of goin, 
bullion, or any other precious moveable, once delivercd ta them, 
to the end that a credit in moncy may be writdoy ny fr it an their 
books of transfer, in favour of the depoſitor, aud his afligns ; by 
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chat uct, the bank departs fromi!theprinciples upon which it is efta- 
bliſhed ! And if any banł is eſtabliſhed vrhicli, by their regulations, 
may ſo diſpoſe of the fund of tlieir credit, then fuch a bank be- 
comes of a mixed nature, and participates of that of a bank of cir. 
cul ation Aal 119 (109 to Ast ods on; 103 41101 va 
Theſe things will be better underſtood by reaſoning from al 
erample of a true bank of 'depoſit; 5115 ni qui baq i vt ed 0:,299Tg9h 
| And 2ils to eood Mir nOqQ 10941KYUS libs ttt vis bb of 
Of IE NONUSHIINS to hoc 2617 11 ινν excl ν 0ον,ꝑſ,ſ7uivo 21 v1 

| | 0 ; rer ol 
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MA authors have written concerning this den belk ere 
8 poſit: particularly, Davenant, Sir William Temple, Ricard, 
It is Trait? 4% Cottmletth 01 br St, the author of the Eſay fur 
le Commerce, aid Mr. Regens, in fis bock which has beeri'tratiſlated 
into Engliſh)” under the title or he ba Merebunt. 

In theſe authors we find a num er of facts, which I ſhall combine 
with my own informations, and Are apply principles to them; in 
order to communicate a d din idea of this eftabliſhment. A de. 
tail of its particular operations. regards practice, and falls not 
within my ſubject. f 

The original intention of the States of Holla ind, in \ eftablifking 
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that city, which migh t there perpetuall y mal 1550 More. afe 
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2 In order, eo ich this plan Phan Nee q 21 8411 75 
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paid in ſpecie to the bank; and t 
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inſtead of receiving the iim hava the lune cinrid dan inn 
books: of the bank to His credit. at hid ον⁰Dj,Tu d, t be grant fend 
to any perſon he ſhould appoint; hut neuer more to ba demandable 
from the bank in ſpecie-.- giotrinꝗ bas ume byzimrs to roto 

By this operation, the maſs of coin circulating conſtantly from 
hand to hand, between the merchants of Ataftexdam, began by 
degrees, to be heaped up in the bank; and as the heap augmented, 
ſo did the ſum of credit augment upon the books of the bank. 

It is evident, from this change in the mode of circulation, that no 
loſs could be incurred from the locking up of the coin: ; 

As long as coin is in a ſtate of conſtant circulation, it can produce 
no intereſt to any perſon, Intereſt commences from the moment 
the coin begins to ſtagnate; that is to ſay, ſo ſoon as it comes into 
the hands of one ho has no ready money (demand upon him. 
When this happens the proprietor lends it at intereſt. 

N che credit in; the. hooks. of the, bank; which. is, ere 
trangferahie as le, banks anſwers eyery; purpoſe of coin, 9 75 | 
payment, ox len afl he proprigter has neither the trouble of r 
ing the ſpecies, npr;any, rick. from. robbery, or falſe cn. 

The firſt adyantage the. city Seared from this i ſtirution, was, to 
ſecure the reſidence. of trade in that plac 65 

Capitals! transferable only at che, bank, laid the e prop prietors under 
a z neceſſity c of f fix" ing their ell ny here their funds were, and 
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is obvious: the credits transferable are of no wie to thoſe Who have 
no oeccaſion to transfer; that is, to pay, lend, or exchange at Am- 
ſterdam. 80 ſoon, then, as all the demand of Amſterdam is ſatis- 
fied, the proprietors of the overplus will ſrek to realize cheir ſuper- 
fluous credit, in order to inveſt the ele #riling Frome mk in re 
other place where a demand may ariſe. 1 1% 
In order to realize, they muſt ſell their bank 5 for ho be⸗ 
«cauſe the bank pays only in transfer. Coin then would be de- 
manded preferably to credit in bank; conſequently, coin would 
riſe in its proportional value to bank money, or bank money would 
doſe, which is the ſame thing. This fluctuation between bank mo- 
ney and coin, leads me to explain wht is called the agio of the 


bank. 


CHAP. XXXV III. 
07 the Agi Y the Bank of 2 | 


E have pointed out one motive for eſtabliſhing a bank of de- 
poſit at Amſterdam, viz. that of fixing the refidence of trad- 
ing men in that city. 

Another was, to prevent the inconveniencies to Which a ſmall 
Kate was expoſed, by the introduction of bad coin, from all the 

neighbouring countries in Europe, with whom they t traded. 

In the territory of Holland there are no mines of gold and flyer; 
conſequently : all they have comes from other countries, as the re- 
turn of a favourable balance upon their commerce. 

At the time the bank was eſtabliſhed, the republic was in a ſtate 
of: infancy 3 and any coin they had, was that of their old maſters 
the Spaniards. This was, unequally coined;, many pieces were 
light; many had been u ipod and waſhed. As they extended their 

dl traffic, 
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rraffic, they were olige to receive. great quantities from Germany, 
which was-{ill.worſe;,,...; VEq 07 1 CEL ee yn 


In order then to Prevent ing circulaſion of ſuch coin, and the per- 
plexities, occaſioned, by it in, all accounts, they eſtablithed a bank, | 
and fired the ſtandard upon a, flyer, coin called the ducatoon, to- 
which they: 1 the denomination of 3 Aar or Suilders bank 
money. 101 2 Auna ary 115) 15 a 1550 

But as this coin alfa was unequal, like all the reſt of the ſpecic | 
in Europe, before the introduction, of milled coin, and the policy 
of weighing piece by piece at the mint, the bank ap 5 the 
ducatoons to be received, in, bags of 300 pieces, weighing together 
26 marcs.5 ounces 10 engles of Amſterdam troes, or gol weigh 55 2 
which being reduced to aces, (the loweſt denomination in A: this. 
weight) make 136,640 aces, This divided by 200, gives, for che 
weight of 1 ducatoon, 683.2 aces. 

Let us now convert theſe aces into troy grains, according to the 
proportion eſtabliſhed. between Dutch aces and troy grains, in the 
laſt chapter of the third book. | 

The equation will ſtand thus, 

5192.8 accs, being equal to 3840 rroy-gr Ins, 683.2 aces, there- 
fore, will equal 505.21 troy-grains ; Which, creNtenaty, i is the 
weight of a ducatoon, or of 3 florins bank money of Amſterdam. 

Next as to the ſineneſs of this coin: \ #1 

The ducatoon was coined, according to e ge Fong,” þ 
14 loocs 16 grains fine: chat! is to ſay, it is ire pag fine, ad N 175 
parts alloy. on AGERY ” 

To fipd, therefore, the number of Hollands accs, and of troy 
grains of tine | liver " in the e che two follownnig pro- 
portiqns : ' COME ONT = 9790007 noi to 7100191 3111 n! 


+ && / 4þ #3 4. 
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. 288 268: 683.25 25 + 636: 75 aces fine!“ In vl 3 
1 28 : 269: 159 8 47813 tröy-grains He. 
he! e laſt j Lace, ce, if we divide tlie number of accs; and toy grains 
1279 e e, * 309 „e kalt we che etack weigh of fine 
. in 1 fbringof Anil Aidan belle money. ait eb 1ingqe ot; 
8 bare A 5 , 
2211.91 aces, Af AG tY/grathy ame 1d gilt 
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\ Theſe calculations premiſed, ir wopld be ap caſy. thing to fix the 


exact par of the metals, cen ſterling and bank money of Am. 
fterdam, were the Britiſh coin of legal weight, and were che metals 
there rightly proportioned. But is, it to be ſuppoſed, that any per- 
ſon who has bank money of Amſterdam, would exchange, at the 
par of the metals, with flerling ſilver, which is many per cent. to 
light, or againſt Englich bank notes paid in gold, always ove 

with regard to the filver, and often too light alſo? __. N 

While, therefore, the coin of Great Britain lands upon the pre 
ſent footing, all calculations of the par of exchange, as it is com- 
monly computed, upon the intrinſic value of the coins of other 
nations, muſt be deluſive and of no utility whatever. 

„For the ſake « of giving an example, however, here is the Fas par 

of the two currencies, upon ſilver ſterling coin of full weight. 

One pound ſterling ſhould contain, as has been ſaid, of fine filver 
1718.7 troy grains, and contains 240 pence ſterling: ſtate, therefore, 
the following proportion, and you will find how many pence ſter- 
ling one floxin of Amſterdam, banco ſhould be worth, 

„„ 27 1847, ; 440:: 166.71: 21.88 9. 

Thus 21 883 pence ſterling is exactly the real par of an — 
florin banco, W _—_ money to be filver, at the 2 
weight. 

The florin bank money being regulated upon the 8 an 
old ſpecies not now coined, the fineneſs of the ſilver was deter- 
mined ; and the weight of the 250 ducatoons being determined alſo, 
this regulation determined the weight of ſingle pieces, and fixed 
the ſtandard of the florin banco, in weight and fineneſe. 

re current money in Holland, coined. by the ſtate, is the. doris 
of 209,21, aces 08. as WC have Nn. in at. laſt FRADIFF of the pore 
ceding b ok. _ lf ovad 

So ſoon as the ſtate coined their cane Bovina Ah280-44 AGES, it 

is, er RF ied ducatoon, which, contains tho times 243191 
ages, miſt riſe in its value. Accordingly, the piece which. was in 
bank E money, 3 florins, became 3 forins 3 ſtivers current money. 


This 
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nis diMitence u What is taſſed « the” ag 
ſterdam.” N 117-3 Fa 
From this it appears, that the kdvadced value of the böflk money 
above the current moticy of Holland, is not owing to the great cre- 
dit of the bank, as ſome imagine, but es the fiiperior Intrinſic vale 
the coin upon which the faite of the Ha tk money is fixed, | 
Let us next determine the exact differetice berweed the bank and 
the current money, which difference 1 mall call the inrrinfic rinffic agio - 
dee lone Gu gi po tion ; 210} 1) HIOLTTIRN. , ab! f 
N #54 bd. 21 7 210. gt 72 001 16% % ths St 1421 - * 
From which it appears, that the bank bey is 8 kes dean. in- 
trinſicaliy better chan che current money of Molſand. | oy OY 
We have ſeen in the chapter referred to, in Wit a confaſed ſtato 
the Dutch coin is at prefent, and how it berothes'z fcience to cb 
prehend any thing concerning it. For this fentöm it is, charthle le- 
gular agio of the mareharencs nn e aways fippote® 
to be I per cem. Farther, ji vs IT * (Michi LF „ene 2112 
The ducatoor,' upon which it ep ume 0 7 fflorins 
3 Rivers, which is juſt 5 per cent. better tha ; florins, at which it 
was rated when the bank was eftabliſhed; but aner ad coins 


* 


which circulate are ligt. n ee 

Thoſe who-coadutt d e ee e o fight 
of chis originat coin, which is rarely found tirculating, in conſider- 
able ſums; and they conſider the florin according to its intrinſic 
worth'of'z11.51 aces of fine flyer; and as the value of ſilver varies, 
they publiſh regulations for receiving 'coifi, ſuch as Spaniſh dollars 
French crowns; &. N as they fill le proport In of we 
worth i bank oney: arid compounding the vatue '6f gold Vith 
me value bf fiber they make the tame regulations as td ggld. 

[. have-infiſted toq ro already upon the ſabulties of the Varia- 4 
tions ir ihe proportion between gold and flver, id ale i up 5 
in this plate. ey Haan d to erplaiu the Sitntls les upg Ti | 
this great bark of He polfit i ied, Hi at 15 dens weep 
vob n. 815 n 4 E 1 r © 4 _ 95 q 
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detail of the mechaniſm of their atlapting che variable. 'coins-of 
r to their own ſtandard. h % non, 

» have ſaid,” that the ſum of erèdit/ e ee books of the 
bank, is in proportion to the 1 money — 3; if 


n the trade of Amſterda .. HT, 
Conſequently, as this ener re as men wor ball 
money increaſes alſꝙPꝙCC C0 i 


Again; in proportion as the demand for bank dy Ander 
the agio riſes; and on the other merck as the Veet For: current 
money increaſes, the agio falls. | 

Thus we ſaw in the laſt war, ann. __ ren £462, Mai age hs , 
below 5 per cent. The reaſon was plain.” The great circulation 
earried on in Amfterdam was conſiderably directed towards the - 
uſes of the war. ITbere bank money was of no uſe; coin only 
could ſerve the purpoſe. Accordingly agio fell to per cent. 
and as gold was much more eaſily tranſported than ſilver, that 
metal roſe + per cent. above the ordinary proportion of 1 to 144. 

Demand regulates! every thing; and this demand makes the 
agio fluctuate ; ſometimes riſing above, and ſometimes a | 
low 5 per cent. 


C HA P. XXXIX. 


Continuation of the ſame Subject; and concerning the Circulation 
We Coin through the Bank of Amſlerdam, ac ae 


1 = 
. 1111 14 ” 


is, calculated to ſwallow, up the coin of Europe i, without 


ving pointed out any faculty of HTS up a bart of Ws trea- 
ſure ſo ſecured, in caſe. of an overcharge.” Tenor aku | 


H ITHERTO we have repreſented this bank as a gulf, which 
a 
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dis has appeared a myſtery to many, and a defect in the conſti- 
wutiod of the bank. __ brebast awo vo 115 
But when the principles upon which, it is eſtabliſhed; come to he 
compared with fome branches of their adminiſtration, Which are 
publicly known, perhaps the myſterious part may be unravelled. 
And although I do not pretend to give an entire. ſatisfattion- as to 
every minute particular, I think I can ſhew how, and to what ex- 
tent, the treaſure may circulate, ſo as to occaſion no abuſe, either 
from the hoarding it on one hand, or from the diſſipation af it, 
for the ſervice of the ſtate, on the other: and if all theſe conjec- 
tures ſhall be found to hang together, and appear conſiſtent with 
principles, without, being contradifted by, any known fact, then 1 
may conclude, hat ſuch a ſyitem of bank ing as I deſcribe, is at 
leafl, a poſſible ſuppoſition, whether it, exactly coincides; with that 
of Amſterdam, or not. And who knows but my ſpeculations; may 
enable ſame perſon of more knowlege and more ſagacity than 1 
am poſſeſſed of, to render this curious ene eee 
generally underſtood than hitherto it has been. Na 

I have ſhewn how the agio riſes and falls, acconding to the de 
mand for bank money. _ 
So long, therefore, as the agio does not fall below this Ane 
between the value of the two currencies, it is a proof that all the 
credit writ in che books of the bank does not exceed the uſes for 
it: conſequently, the coin locked up, which never can exceed the 
credit on the transfer books, and which, were it not locked up, 
could be of no more ſervice than the credit itſelf, in circulating 
the trade of Amſterdam, does not exceed its due proportion: con- 
ſequently, it is not hurtfully withdrawn from commerce conſe- 
quently, no abuſe is implied from the hoarding of it. 

But let me ſuppoſe a caſe; which may happen ; to wit, chat for 
a certain time, the trade of Amſterdam may demand a 5 
ply of credit in bank, than i is neceſſary "upon an average. Wil 
this raiſe the 4956 1. de No doubt. If 8 agio riſes to high: 15 to 
aſſord a premium upon carry ing coin to tlie bank, upon the foot- 
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= their awn. xegulatians, This will augment the fum of, bank 
credit becauſe the money ſo carried tothe hank, becomes incat 
porated with he bank ſtock ; rhe value ig writ. in the books of the 
bank; and when. this is done, tha coin is locked. up for ever. % 

If then it ſhould happen, that the: trade of Amſterdam ſhould: 
afterwards diminiſh, ſo as to return to the ordinary ſtandard, will 
not this overcharge of credit depreſs the rate of bank money; 
c en Ne A the intrinſic 1 , 5 value of 
the two currencies? . 

Io theſe difficulties L anfwer, ke one who, UE ignorant of 
facts, which I never could get aſcertained by any perſon in Hol- 
und to whom 1 had acceſs for information, and which remained 
hid from moſt people in the deep arcana of Amſterdam polities, 
muſt have recourſe to conjectures, founded upon natural ſagacity. 

Firſt then, The city oſ Amſterdam knows, from long experience, . 
the rate of demand for bank money; and it is not to de ſuppoſed, 
that upon any fudden emergency, which may. beighten that 
demand for a time, they ſhould be ſuch noviees as to increaſe - 
the credit upon their books. ſo-far, 28 to run any riſk of « 
ing the market with it; eſpecially as, on ſuch. occafions, the defi- 
ciency of bank credit might be ſupplied with coin, conſtantly to 
be found in the city of Amfterdam, as we ſhall explain prefently. 

Farther, Who will ſay, that there does not reſide 2 power in the 
managers of this bank to-iſfue com. for the ſuperſſuous credit, in 
caſe that, in ſpite of all precautions to prevent it, a redundancy of 
bank, credit ſhould. at any time be found upon their books? 

It is very true, that no perſon, having credit in bank, can de- 
mand coin for ſuch credit; and as no demand of chat ſort rt cin 
ever be made, it is very natural to fuppoſe,”t that a redundancy, of 
coin and credit can never be purged off, 7. 

During my ſtay in Holland, I was at great pies 845 purpoſe, 
to diſcber whether ever tlie bank iſſued any part of cheir credit 
can upon any fiick 6ccafions: Every one I converted with vas of 

_ opition, chat if ever any coin had been taken fromm the trcäfute of, 
6 ain Alf! t © 
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the ank, ir müiſt — 5 for national 
purpbſes: a ſtep edndtcted and tlie 
matter of fact, I — per Brgſl or were Hhit'tHis 18 NS- 
thing to the prefent ptirpoſe. That che coin thay be ditpoſel öf, 
raftow, thought do not believe it; but ow 18 the tupertfucus 
ctedir Ht in the books, de be Ulſpofet of? These lies the dif- 
ieudty. Aid Ot tigen Tf 134" raden 

"The De opinion i is, chat coin has been taken out for the 
ſervice of che ate: che opinion, of apy. intelligent men is quite. . 
contrar e ; 
Tam now to gire my 7 opinion, not only as to this point, but 
upon the main queſtion; nk this not from information, bur from 
conjecture: which I Mall humbly ſubmit ro the better Judge ent 
of my reader: eee 

My opinion then is, ine, That coy titling r written in t 65 
books of the dank, is actually locked | up, in coin, in the bank x6; 

tories. 

12 That akHongh, by the regulations of the bank, no coin 
can be iſfued to any petfon who demands it in confequence | of his 
credit in bank; yet I have not the leaft doubt, but /hat both the - 
credit written in the buoks of the "Bank, and the aſh 3 it their repoſitories. 
which balances it, may fifer- alternate” angmentations and  diminations, ac- - 
cording to the greater or leſs demand Fe e- K I can prove this, . 
all difficulties will be removed. 

My reaſons for being of this opinion are, LEE 

1,0, From principles, 1 muſt conclude, chat if, upon any occa· 
ſion Whatever, even when the ſmalleſt demand for bank money, 
and the greateſt demand for coin takes place, there was, an impoſ 
ſibility of producing the lealt diminution, of bank credit, or of 
procurin Any, ſupply of the metals from the bank, the conſe- 
y wonld be felt, by an extraordinary fall in the va 
ue of hank, money z; or which, is the ſame thing, in ophes words, . 
br ap. exraordinaxy xiſe in Hevalgeot me Mt eee. 
bank money. 


_ 
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— Now „ tlris is a caſe which never happens. Variations upon tlie 
rate of agio, of 2 or 3+ per. cant. perhaps more, are frequent and 
familiar. The demands of trade, for coin or credit, are ſo flue- 
tuating, that. ſuch variations are unavoidable; but were there an 
overcharge of. bank credit, which no power could diminiſh, that 
overcharge would quickly be perceived: becauſe. the fluctuations 
of the agio would entirely ceaſe; as the balance of a ſcale, n 


in equilibrio, ceaſes from a total overcharge on one ſide. 


Ado, My ſecond reaſon is e Nen a matter of * which 
1 muſt now apply. MOT 1 

There are upon the ſquare befare the town Meute of e 
(che place de. Dam) between 10 and 11. in the morning, a number 
of caſhiers, whoſe buſineſs it is to buy and ſell bank credit, for 
current coin. They bargain with all thoſe who have occaſion 
either · to buy or ſell; and according to the demand for ſpecie; or 
bank credit, the agio riſes or ſinks: and as theſe caſhiers muſt 
conſtantly gain, whether they furniſh bank credit or current coin, 
ſince they are never the demanders:inreither,operntiqn...jt is com- 
monly found, chat there is in their favour about per cent. or per- 
haps ; per cent. according to the revolutions in the demand: that 
is to ſay, one who would firſt buy ſpecic, and then fell it, would 
loſe v, or perhaps but v upon his operation. 

From this circumſtance of buying and ſelling of Sik Gen 
with coin, and vice wer/a, I think I can reſolve the myſtery men- 
tioned above, viz. how the conftant accumulation of coin in the 
bank of Amſterdam, ſhould never have the eſſect of depreciating 
their bank money, by augmenting, beyond the demand for it, 
the quantity of their depolit, pe of the.credit ynitten in their 
books. 

It is a matter of fact, that the bank lends both. coin rn vin to 
the brokers, caſhiers, or lombards, who. are en found on 
the place de Dam. oth 19549109 vo 

Whenever, therefore, the bank finds that Ne eee low, 
with reſpect to che coin; and when, :1 in conſequence of that; the 

51 demand 
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demand for coin increaſer then they lend coin out of man. repoſi= 


tories to the brokers; and hen it Mes, they lend credit. 


This coin the brokers diſpoſe of to thoſe vo have bank ee 
and who want to convert ĩt into coin. "They fell the coin for bank 
credit: the purchaſer writes off thie transfer in favour of the 
broker, and he again repays the value of the coin to the bank, 


by wansferring the credit mn Gr mak the- wag ng in I * 


the bank. 


This done, tlie bank may expunge this credit fen heh boaks'; 3 
by which means their depoſit of coin is diminiſhed, _ e the | 


ſum of credit which was found ſuperfluous. 


if, on the other hand, the circulation of the trade of the city 


ſhould, in a ſhort” time afterwards, begin to increaſe, thoſe Who 


have coin, which in that caſe would not ſo well ſerve the uſes of 
circulation as the bank credit, come with it to the brokers, who: - 


ſell them bank credit for it; this coin the brokers deliver to the 
bank, which writes off the credit lent ro mu n in W of 
him who has paid his coin for it. £9115 2a 

This is, as far as I can gueſs, the nature of the circulation of: 
the coin in the bank of Amſterdam. 


It is a curious method of . exact proportion between 


the coin in depoſit, the credit written in their Wr of . 


and the demand for bank money. 
The plan is quite conſiſtent with Wincps a and checks d 


with thoſe matters of fact which are known to all the world. 


Whether the operation be conducted exactly in the way I have re- 


pre ſented it, or not, is a matter of ſmall conſequence to us, Who 
aim at nothiag more than the inveſtigation of the principles 


upon which ſuch operations may be conducted. 

When we compare this operation with thoſe of the bank of cir- 
culation, which we have already explained, we find a great! ana- 
logy between them. 


we have ſeen how the notes iſſued by banks of circulatios ih- 
creaſe and diminiſh according to demand: and now we 1ce how” 
the. : 
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the ſame principle operates in banks of depoſit. which, iſſae ne 
coin on demand. In the firſt cafe; the maſs; of ſecuxities, or coin 
of the bank, is diminiſhed, withaut the conſent of the bank, by 
the act of their creditars ; that is, the holders of the notes, In 
the lat caſe, the creditors, or pexſans who have credit in bank. 
cannot, by their own act, diminiſh the quantity of che con depe- 
Aired, nor of che credit written ; but the bank itſelf, by the help of 
thoſe interpoſed perſons, the brokers on the place de Dam, is en- 
abled to preſerve an exact balance between bank money and the 


demand for it; augmenting it as it is demanded, aud diminiſhing 
it when it is found to regorge. 


From this I conclude, that the treaſure af the bank of Amfler- 
qam is not near ſo great as ſome authors, from mere conjecture, 
have aflerted, 

The author of che Eſſay on commerce, reckons it at ES hun- 
dred millions of guilders ; and the Amſterdam edition carries in 
the margin a correction, which gives us e underſtand, that it 
amounts to between eight and nine hundred millions. Davenant 
eſteems it at 36 millions ſterling. Mr. Megens, an author of great 
judgment and ſagacity, eſteems this treaſuxe at no more than about 
60 millions of guilders, or about 5, 300, oo0 J. ſterling; a ſum (ſays 
He) wherewith great things may be done, Univerſ. Merchant, 
ſect. 61. 1 agree entirely with him, that for the ready- money de- 

mands of the trade of Amſterdam, that ſum, conſtantly in. circu- | 
lation, may go a great length. | 

What has miſled moſt people in their eſtimation of this treaſure, is 
the appearance of a conſtant accumulation, without any reſtitu- 
tion: but that there is a conſtant egreſs, as well as ingreſs of coin 
to this bank, I think I have rendred pretty evident. 

Beſides the permanent eredit written in the books of transfer, 
concerning which we have been ſpeaking, the bank of Amſterdam 
receives, in depoſit, vaſt ſums of coin every year, which are not 
.incorporated with the bank treafure, be” remain in the bags in 

7 which 
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which they are delivered, under the joint ſeals of the bank and 
of the perſon who delivers them. © | Mn 9 T8 

This operation comes next to be explained. 

The trade of Holland draws a conſtant flux of coin and bullion 
into the country; and that trade ſends a conſtant flux out of it. 
The effabliſhment of the bank of Amſterdam renders the uſe of 
this coin and bullion, upon many occaſions, ſuperfluous, as money. 

It therefore remains as a commodity, the value of which riſes 
according to exigencies, or the demand for it. TY 

When the precious metals come from Spain, Portugal, and other 
nations, who owe a balance to the Dutch, they are lodged in the 
bank of Amſterdam in the following manner. 

The proprietors carry them to the bank in ſacs compoſed of a de- 
terminate number of pieces, and the ſac muſt be of a determinate 
weight, according to the regulations of the bank, from time to 
time ; for which the bank writes off credit in bank, at certain rates, 
according to the coin lodged, to the account of the proprietor. _ 

But as this coin 1s received, upon condition that it may be drawn 
out again, ſo ſoon as the depoſitor ſhall demand it; inſtead. of 
writing off the whole value upon the books of the bank, they only 
write off a certain part, (ſuppoſe ga per cent.) and for the remaining 
10 per cent, they deliver what they call a recipyſe, which is an obli- 
gation by the bank to re- deliver, upon demand, the individual 
| lacs, ſealed with the ſeals of the bank and of the depoſitor. This 
recipiſſe is transferable at the will of the perſon to whom it is de- 
livered, Farther, 

He who has Put his coin ſo in depoſit, becomes bound 10 pay to 
the bank 1, 4, or f per cent. every ſix months, according to the 
coin: that is, upon gold : per cent. on pieces of eight and. rix- 
dollars 3 on ducatoons : per cent. and in caſe he neglects ſo to do, 
then the coin becomes conſolidated with the treaſure of the bank, 


aud can no more be drawn out, in virtue of the recipefſe. 
This being performed, the depoſitor may transfer, at will, all 


the 90 per cent. of his credit, in the courſe of his buſineſs ; and fo 
VOL, II, ws ſoon 
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ſoon as the value of coin riſes in the market, he muſt fill up his 
credit in bank to the full value of the 90 per cent. and then pre- 
ſenting his recipyſſe, he receives back his own individual coin, ſealed 
with his own ſeal, as when at firſt delivered. 

If he finds that it is either inconvenient for him to fill up his 
credit, or that he has no occaſion for his coin, upon the riſe in its 
value, he may then ſell his recipiſe to another, who has credit in 
bank equal to the value of the depoſit; and he, in virtue of the 
recipiſſe transferred to him, withdraws the coin, a as the FOI might 
have done who put it in depoſit. GN 

The recipiſſe itſelf, which is what gives a tight to the coin to any 
one who is the proprietor of that paper, and who has credit in 
bank for the ſum contained in it, riſes and ſinks in its value, ac- 
cording to the price of the coin to which it carries a right. 


IJ 


ln this manner coin, which otherwiſe would be dead in a ware- 
houſe, is made to circulate, in favour of the owner, during the 
depoſit, remaining at the ſame time always at his command; and 
the keeping of the coin brings into the bank a ſmall profit, but 
which, by conſtant accumulation, becomes conſiderable. 
I have ſaid above, that the bank of Amſterdam puts forth, 
from time to time, what regulations they think fit, as to the rate 
at which they reccive the different ſpecies of coin. Theſe regula- 
tions are formed according to the ſluctuation of the value of the 
metals. When ſilver riſes above the proportion it had before, with 
reſpect to gold, then the filver ſpecies is received at a higher rate 
than formerly. When gold riſes in proportion to ſilver, then the 
gold coins are received at a higher rate than formerly. Ow” 
This regulation produces the ſame effect as that, which 1 for- 
merly recommended in the third book, would do, in fixing. 2 
ſtandard for tlie unit of the money of Great Britain, according to 
the mean proportion of the metals : and it was for this reaſon, that 
{Book III. part I. chap. 1], I aſſerted the bank money of Amſier- 
dam to be an 1 invariable unit, which the art of man had invented; 


LIST 
, 
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that it od like a rock in the ſea, immoveable by the fiuctuari ing 
proportion between the metals. 

It is no obyection againſt this, to allege the variation of the agio, 
and the fluctuation of the value of bank money according to 
demand. . Theſe variations ought to be referred to the coin, not 
to the bank money: the bank money is to be conſidered as _ 
- becauſe it has all the characters of invariability. 

If, indeed, the affairs of the bank came to be ill 3 
and that the credit written in the bank were allowed to ſwell ſo 
far beyond the demand for it, as to ſink the value of bank money 
ſo far below the rate of coin as to make it impoſlible to recover 
itſelf ; then I ſhould allow that the bank money was no longer an 
invariable ſtandard : but in this caſe, I ſhould conſider the bank as 
in a kind of political diſeaſe, becauſe it would then be withdrawn 
from under the influence of its own principles, which hitherto 
has never been the caſe, 

It has been imagined by many, that the treaſure of the bank of 
Amſterdam has been, upon certain occaſions, made uſe of for the 
public ſervice. This is a conjecture merely ; and perhaps it has 
been owing to the opinion which commonly prevails, that the trea- 
ſure far exceeds all the uſes which it can ſerve for. But as I am 
perſuaded, 129, That this opinion is void of all foundation; 29, 
26 the treafure never can exceed the credits written; and, 
have for them: fol am of opinion, that a value, in coin, to the 
full extent of thoſe credits, actually exiſts in the repoſitories of 
the bank; becauſe if I ſhould ſuppoſe the contrary, it would 
imply a notorious infidelity i in the bank adminiſtration: an inſide- 
lity, which, if ever it ſhould be diſcovered, would overturn the 
whole credit of the bank, and, at one ſtroke, deſtroy the whole 
trade of that city. Now the uſe of three or four millions flerling, 
to the ſtates, of Holland, which they can procure when they will, 
ata very moderate interet, is not an object in the eyes of that ſa- 
gacious government, ſufficient to engage them to tamper with the 

T2 bank 
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bank treaſure; and the xacher,;that, were they driven to che neceſ- 
fir of having recourſe, io the bank, I make. not. the leaſt doubt 
but that ſo great a company would be of more ſervice to che ſtate 
in writing off upon an occaſion. a. fenporury, untransferable credit at 
interell, which might afterwards be ex punged, in order to procure 
coin within the country, than by delivering the coin correſponding 
to the credit of private werchaun: which, "_ n look upon as 
2 mot ſacred depoſit. id 16 97ig ©: 


TX. 


credit of the bank of Eogland, we ſhall, and the firſt Wee 
inferior to the latter as to extent, though not one bit nn with 4 
reſpect to the ſolidity of it. 

The extent of the credit of the bank of Ambterdara. is 3 to 
che ſum of the credits written in their books, either in permanent 
transfer, as I ſhall call; it, or in credit on caſh depoſited upon reci- 
Piſſe. All chis credit put together, cannot extend beyond the limits 
of the circulation of the city of Amſterdam, in their domeſtic 
dealings, and in their. s e ne 3 Which. 1 is indeed 
YET, SIM gd di 07 il 

But the;credix. of, the bak ef England i is equal Gn a makes) to 
all the circulation and exchange buſineſs. of London, and all the 
taxes paid in Great Britain. This bank, in circulating its paper, is 
not limited to the weight of coin in England. The whole intereſt 
of the national debt, and expence of the ſtate, may be paid in the 
| paper of the bank, and be perfectly well ſecured, although their 
pf, in coin may ſeldom amount to above four millions ſter- 
ling. 1&4] 195030 9531 nern e r | G1 1010 Nt 
„Wg, poker howeyer, allow, chat bapka:of, rhe ar when ill 
conducted, axe liable to great abuſe; as has been abundantly: ex- 


plained in treating of the Miflifi But how is abuſe to be pre- 
vented, while men conduct? And diſaſters may happen to a bank 


of depofit, to which the other is not ſo much expoſed. May not 
the treaſure of the bank of Amſterdam be lent out on bad ſecurity ? 
May not the ſtate lay hold of it?? Muy not an earthquake ſwallow 


up 
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up the fladthouſe" + May not the ſea break in, and demoliſh it? 
May not another invader! like the late King of France, in 1672, be 
more ſucceſsful, and carry off the bank? 

Theſe are abuſes and calamities to whick the bank of Amſter- 
damm is expoſed; and from many on rp the bank of England 
is in great meaſure protected. 't 

Beſides the banks I have mentioned, not fo much with a view 
to give an hiſtorical account of their operations; as to illuſtrate 
the primciples on which they are eſtabliſhed, there are many 
others in Europe of great and extenſtve credit; fucłi as that of 
Hamburg, Venice, Genoa (until the ſtate ſpent the treaſure depo- 
ſited) Nuremberg, &c. Every one of theſe participate more of the 
nature of that of 7.mfterdam; than of thoſe in Great Britain. They 
are more calculated for preſerving the ſtandard of their bank mo- 
ney, againſt the adulterations of coin, and for providing a fund 
of caſh, transferable in bank credit, than for the aſſiſtance of go- 
vernment, or the melting down of ſolid property, which are the 
great advantages peculiar to Banks of Cirtutarign, OO 

Theſe laſt are alſo infinitely more lucrative to the bankergt than 
thoſe of depoſit, from the' intereſt | they "ori fi grey credits given, | 
diſcount of bills, and loans to government. | 

The profits on the bank of Amſterdam are very Fig They 
are confined to the ſmall emoluments of 2 ſtivers for every transfer; 
beſides the intereſt they draw from the brokers bn the place de Dam, 
for the coin and credit they furniſſi them with; and, in the laſt 
place, the 1, 1, or ; per cent. every ſix months, for the coin depoſited, 
in order to be afterwards drawn out. But on the other hand, they 
are freed from the enormous expence'of providing coin for the 
payment of foreign balances, and from the great detail of bu 
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INTO THE 3 D174 inet, 
PRINCIPLES or POLITICAL OECONOMY. 


BOOK IV. 
OF, CREDIT AND DEBTS. 
e „ 
bays or EXCHANGE. 


*. 


8 4 Vi” 1 8 Ni 


1 CHAP. I. 


of the 2 Principle of Bichon ge. 


AVING ended what I had to Grad banks, in res 1 of 
the principles of private credit have been ſufficiently deduced, 
I now proceed to the doctrine of cha, which is the principal 
operation of mercantile credit. n 
The ſecurity which an chants ion ho from one another 
when they circulate their: buſineſs, is a bill of exchange, or a note 
af hand: theſe are looked upon as payment. When they give cre- 
dit to one another in acequnt, or otherwiſe, the cauſe of confidence 
is of a mixed nature; eſtabliſhed partly upon the ſecurity of their 
effects, partly on che capacity, integrity, and nh t pf the 
perſon to whom the credit is given. 
No man but a merchant has any idea of the extent and nature of 
this kind-of credit, It is a thing to be felt, but cannot be reduced 
| to 
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to principles; and merchants themſelves can lay down no certain 
rules concerning it. It is an operation which totally depends upon 
their own L gacity. | 

But when they deal by bills of exchange, the caſe is very dif- 
ferent. The punctuality of acquitring thoſe obligations is eſſential to 
commerce; and no ſooner is a merchant's accepted bill proteſted, 
than he is conſidered as a bankrupt. For this reaſon, the laws of 
moſt nations have given very extraomlinary privileges to bills of 
exchange. The ſecurity of trade is eſſential to every ſociety; and 
were the claims of merchants to linger under the formalities of 
courts of law, when liquidated by bills of exchange, faith, confi- 
dence, and punctuality, would quickly diſappear ; and the. great 
engine of commerce would be totally deſtroyed, 

A regular bill of exchange i is a mercantile contract, in which four 
perſons are concerned, viz. 1. The drawer, who receives the value: 
2. His debtor in a diſtant place, upon whom the bill is drawn, and 
who mult accept and pay it: 3. The perſon who gives value for 
the bill, to whoſe order it is to be paid: and 4. The perſon to whom 
it is ordered to be paid, creditor to the third. 

By this operation, reciprocal debts, due in two diſtant parts, are 
paid by a ſort of transfer, or permutation of debtors and creditors. 

(A) in London, is creditor to (B) in Paris, value 1001. (C) again 
in London, is debtor to (D) in Paris for a like ſum. By the operati 
of the bill of exchange, the London creditor is paid by the Lond 
debtor, and the Paris creditor is paid by the Paris debtor; conſe- | 
quently, the two debts are paid, and no money is ſent from London 
to Paris, nor from Paris to London. 

In this example, (A) is the drawer, (B) is the accepter; (O) 1 
purchafer of the bill, and (D) receives the 'money. Two perſons 
here receive the money, (A) and (D), and two pay the money, (B) 
and (C); which is juſt wliat muſt de done when rwo debtors and 
two creditors deat aceotnts 0 Tone ole i reg yah 
This is the plain principle of u bill of exchange. ''Trom which i 
Ne that water and * debts N can be n by 
Wet.” a ona i | Mad er 
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| When it therefore happens, that the reciprocal debts of London 
100 Paris (to uſe the ſame example) are not equal, there ariſes a 
balance on one ſide. Suppoſe London to owe Paris a balance, value 
100/, How can this be paid? I anſwer, that it may either = done 
with or without the intervention of a bill. Ty 
With a bill, if an exchanger, finding a demand for a bill upon 
Paris, for the value of 100/. when Paris owes no more to London, 
ſends 1001. to his correſpondent at Paris in coin, at the expence, I 
ſuppoſe, of 1/. and then, having become creditor on Paris, he can 


give a bill for the value of 100/. upon his being repaid his expence, 
and paid for his riſł and trouble. 


or it may be paid without a bill, if the London debtor ſends the 
coin himſelf to his Paris creditor, without employing an exchanger, 
This laſt example ſhews of what little uſe bills are in the pay- 
ment of balances. As far as the debts are equal, nothing can be 
more uſeful than bills of exchange ; but the more they are uſeful 
in this eaſy way of buſineſs, the leſs profit there is to any perſon to 
make a trade of exchange, when he 1 is not himſelf concerned, cer 
as debtor or creditor. 


When merchants have occaſion to draw and remit bills for the 
liquidation of their own debts, active and paſſive, in diſtant parts, 
they meet upon change; where, to purſue the former example, 
the creditors upon Paris, when they want money for bills, look out 
for thoſe who are debtors to it. The debtors to Paris again, when 
they want bills for money, ſeek for thoſe who are creditors upon 
it. This is a repreſentation of what we have frequently called the 
money market, in which the demand is for money, or for bills, 


This market is conſtantly attended by brokers, who relieve the 
merchant of the trouble of ſearching for thoſe he wants. To the 
broker every one communicates his wants, ſo far as he finds it pru- 
dent; and by going about among all the merchants, the broker 
diſcovers the fide upon which the * iu for money, 
or for bills. 


we 
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we — often obſerved, that he who i is the demander i in any bar- 

gain, has conſtantly the diſadvantage in dealing with him of whom 
he-demands. This is no where fo much the caſe as in exchange, 
and renders ſecrecy very eſſential to individuals among the mer- 
chants. If the London merchants want to pay their debts to Paris, | 
when there is a balance againſt London, it is their intereſt to con- 
ceal their debts, and eſpecially the neceſſity they may be under to 
pay them; from the fear that thoſe who are creditors upon Paris 
would demand too high a price for the exchange over and above par. 
On the other hand, thoſe who are creditors upon Paris, when 
Paris owes a balance to London, are as careful in concealing what 
is owing to them by Paris, from the fear that thoſe who are debtors 
to Paris would avail themſelves of the competition among the Paris 
creditors, in order to obtain bills for their money, below the value 
of them, when at par. A creditor upon Paris, who is greatly preſſed 
for money at London, will willingly abate ſomething of his debt, 
in order to get one who will give him money for it. 
It is not my intention to dip into the intricacies of exchange: all 
intricacies muſt here be baniſhed; and inſtead of technical terms, 
which are very well adapted for expreſſing them, recourſe nruft be 
had to plain language; for pointing out the ſimple operations of 
this trade. It is by this method that principles muſt be deduced, 
and from principles we ſhall draw the ane which n 17 
derived from them. — 

From the operation carried on among e n Change, 
which we have been deſcribing, we may diſcover the conſequence 
of their ſeparate and jarring intereſts. They are conſtantly intereſted 
in the ſtate of the balance. Thoſe who are creditors on Paris, fear 
a balance due to London; thoſe who. are debtors to Paris, dread a 
balance due to Paris. The intereſt of the firſt is to diſſemble what 
they fear; that of the laſt, ro exaggerate what they with. The 
brokers are thoſe who determine the courſe of the day: and the 
moiſt intelligent merchants are thoſe wWhO at "buſineſs 
before the fact is known. OY 
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VIE UGO 15 roi; 1K 4 ten 
Now I aſk, how trade, in general, is intereſted Ante queſtion, 
who ſhall outwit, and who ſhall be outwitted, in $his complicated 
operation of exchange among merchants? ; 1/4 - 
The intereſt of trade and of the nation is 3 concerned 
in the proper method of paying and recervingthe balances. It is 
alſo concerned in preſerving a juſt equality of profit and loſs among 
all the merchants, relative to the vcal ſtate of the balange,. Un- 
equal competition among men engaged in the ſame, purſuit, con- 
ſtantly draws along with it bad conſequences to the general under- 
taking, as has often been obſerved; and ſecrecy in trade will be 
found, upon examination, to be much more uſeful to merchants 
in their private capacity, than to the trade they are carrying on. 
Mlerchants, we have ſaid, in ſpeaking of the bank of England, 
endeavour to fimplify their bufineſs as much as poſſible ; and com- 
mit to brokers many, operations which require no- peculiar talents 
to execute, This of exchange is of fuch-a'nature that it is hardly 
poſſible for a merchant to carry on the buſineſs of his bills, with- 
out their aflitance, upon many occaſions. When merchants come 
upon change, they are fo full of fears and jealouſies, that they will 
not open themſelves to one another, leſt they ſhould diſcover what 
thcy want.to conceal. The broker is a confidential man, in ſome 

4 N degree, between parties, and brings them together.. 

. Beſides the merchants, who circulate among themſelves their re- 
ciprocal debts and credits, ariſing from their importation and expor- 
tation of goods, there is another ſet of merchants who deal in 
exchange; which is the fi 1 and inn of money and 
bills. f d ede 

Were there never any balance on ihe trade of nations, exchangers 
and brokers would find little employment: reciprocal, and equal 
"debts would eaſily be tranſacted openly between the parties them- 
ſelves. No man feigns and — . when he thinks he 
has an intereſt in ſo doing. "$0 α,wviHhονοο n 
But when balances come to be paid, nl becomes 2 ; 
and merchants are fo much employed in ay branches of 
buſineſs, 
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© of." 9 644 FJ £4. ; 
| buſineſs, that they are obliged © to Ned liquiditiaof cheir debts 


to 4 partictiat fet ot men io make it turn out to The, beſt ad: an- 


tage to themſelves. 5 T7 TH. HAS oer; 

Whenever à balance i is to be paid, that payment K l as we cc have 
[C00 an additional expence ts thoſdò of the place who owe it, over 
and above the value of the debt. 

If, therefore, this'expence be a loſs to the mading n man, he miſt 
eiter be repaid this Toſs by thoſe whom he ſerves, that is, by the 


Hation? or the trade he carries on will become leſs profitable. 


"Every one will agree, I believe, that the expence of high exchange 
upon paying a balance, is a lots to a people, no way to be compen- 


ſated by the advantages they reap from enriching the few indi- 


— 


viduals among them, who gain by contriving methods to pay it 
off: and if an argument is neceſſary to prove this propoſition, it 
may be drawn from this principle, to wit, whatever rendets the 
profit upon trade precarious or uncertain, is a loſs to trade in gene 
ral: this loſs is a conſequence of high exchange; and although a 
profit does reſult from it upon one branch of trade, the exchange 
buſineſs, yet that cannot compenſate the loſs upon every other. 
We may, therefore, here repeat what we have ſaid above, that 
the more difficulty is . in paying 5 r the greater i 15 the 
loſs to the nation. 
This being admitted, 1 all — enumerate all che diſſiculties 
which occur in paying of balances. Moſt of them have been already 
mentioned from their relation to ſubjects already diſcuſſed; and 


could it be ſuppoſed, that every reader has retained the whole chain 


of reaſoning already gone through, a repetition in this place would 


be ſuperfluous: but as that cannot be expected, I ſhall, in as hort 


and Aiſtinct a manner as poſlible, recapitulate, under our articles, 


what! 3 will be muß to refreſh the memory upon 1 of 


e en de #496 


um, The firſt difficulty bs occurs in paying a | balance, is to 
determine exactly the true and intrinſic, yalug of the metals or coin 


in whielit S dat . the rea 1 par. | 
ene. {18:6 54177" AS 880 20%, How 
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, Hoy to remove the g dhnieltc iticotiveitiences which ootilt in 


paying with the metals 8 or e coin. D gib & nf Poi 
lie, How to prevent the price of exchange from operating upon 
the whole maſs of reciprocal payments, inſtead of affecting onby 


the balance. uo 
The remedies and palliatives for theſe three inconvenieneies unce 
diſcovered, comes the laſt queſtion, viz. How, when other expe- 
dients prove ineffectual for the payment of a balance, the fame 
may be paid by the means of credit, without the intervention of 


coin; and who are thoſe who ſhould conduct that i around nl 


[ 1 * ot} 5 t/ 
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How #0 determine exattly the true and aug value of the FRY 
0 or Mer oney, in which a Balance zo n oy e is to ve age 


J. 11 wo 
His firſt queſtion regards the wiide maſs "of reciprocal pay 
1 ments, as well as that of the balance. 
Avery payment to be made of a determinate and fixed: N 
that is to ſay, of a liquidated debt, muſt be n in f value yore hg | 
. determinate in its nature. 

This I ſuppoſe 1 to be the caſe, whether payment be va * 
precious metals unmanufactured, bullion, or in a nation's coin, or 
in denominations of money of account. All payment in merchan- 
. dize, except bullion, muſt fufſer eee of value before the 
debts can be liquidated. eee eee $ 1:84 TD 

Money of accompt, which is whae we nher by denomina- 
77 we haye defined to be a ſcale of equal parts, ealculated to 
+ getermane the, value of things, relatively to one another. It muſt, 

therefore, be — the money of accompt of ' different "ations, chat 
me value of bullion and of coin can be determined. 
When 
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When coin is introduced, the inations of money are * 


ized in a determinate quantity oft DTS metals, and the 


fabrication of the bullion into go in, raiſes the value of that tobri- 
modity, bullion, like he, "manufacturing of every other 5 
production. A 9lord 
When coin, therefore, is employed i in paying ſums according to 
the legal denomination which jt carries, it is money, not merchan- 
dize; but when it is given at any other rate than i its denomination, 
it is Merchandize, not money, 

In the third book, we have ſhewn how utterly belle it is to 
realize with exactneſs, the denominations of money of accompt, in 
the metals which are conſtantly varying in their value, and ks 
to waſte in circulation. . | 

We have ſhewn, by many ie how, in fact, che value of 
the pound ſterling has been ſubje& to great viciſſitudes of late, from 
the great diſorder of the coin. 

The coin of France is, indeed, upon a better. footing! in poing.of 
uniformity of weight,. than ours ; and the Proportion gf, the metals 
in it comes nearer their preſent value in the market: but then 
oft as the balance turns againſt France, the high impoſition upon 
her coinage, expoſes the coin to great fluctuations of value, 
company with bullion in the Paris market. This is alſo to "a 


1 


while thay are 3 at the ſame time. 3 
This being the caſe, the way to calculate the real par of lab 
between nations, who have in common no determinate and inva- 
riable money, excluſive of coin, is to e fine gold and filver 
as the next beſt ſhandard. 3 | COND 14 
This is 2 merchandize which never varies in its quality. Fine 
gold is always the ſame in, every maſs; and weight for weight, 
chere is no difference in its value or qualit ab Where. 
This ſtandard. being once adopted, the calculation of the real 
becomes an caſy operation to thoſe who know the coulte of th 
bullion market in the two places exchanging.” 3 ring 
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1 7 by the « exp6tratioa of an the heavy coin of London bills muſt 

e paid in a worn but eurrency, che riſe in the price of gold in cheir 
market, above mint price, wal" "Oitark” eau en how far it ia 
light. 1 : Le T þ ii 29TH 

If, on the otlier hand, the Wars of France, or an een 
balance upon her trade, ſhall oblige her to export her coin, chat 
operation will ſink the value of it, or raiſe the * * nm 
which ever way you chooſe to expreſs it. 10. 
It is not here a proper place to reſume the queſtion, Which of the 
two expreſſions is the moſt proper: we are here conſidering the 
value of the bullion as what is fixed, becauſe it anſwers the purpoſe. 
But whether we ſay that bullion ri/es in the markets of Paris: and 
London; or that the value of their currencies nt, though from very 
_ different cauſes, the calculation of the real par will AY with 
equal accuracy. An example will illuſtrate this. 4 7 

When fine gold is at the loweſt price to Which it can ever fall at 
Paris; that is to ſay, at the mint price, it is worth 740 livres 9 ſols, 
or 740.45 livres per mark, in decimals, for the eaſe of culculatpn. 
Ihe mark contains eight ounces Paris weight. 
Were the ounces of Paris equal to thoſe of troy weight,; of this 
ſum, or 92.5562 livres, would be the value of that ounce by which 

gold i is ſold at London. ey 
Baut the Paris ounce is about 12 per cent. lighter ah. the troy 
ounce ; and the exact proportion between them is unknown, from 
the confuſion of weights, and the want of a fixed e in Eng- 
land. wha 
By the beſt Calculation I have been able to e E Paris ounce 
ſhould contain 473 grains troy, which makes the proportion between 
the two ounces to be as 473 1s to plc, which is r number of grains 
in the troy ounce. 12 et 30 1 21 
Sold bullion at Paris 1 is e by ny mark 8 at London by 
6 he ounce.Handird. 0 9011 20 10 AviiguA) 1h 9 en 795 
When ſtandard gold bullion is at the ne price it can be at London, 
| it is worth the mint price, or 41/17 f. 70: 4. per troy ounce, Which, 

| expreſſed 


3 
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expreſſe in decimals, is 3.8937 J. ſterligg · Standard i is to r a3 11 
1940 123 conſequently, the ounce ſine is 4.2476 fterling: and if 


the Paris ounce of fine bullion be worth, as, has been ſaid, 92, 562 


livres, the ounce troy, according to the above proportion, will be 


worth 93:926 livres. Divide then the livres by the ſterling money, 


and the quotient will give you the real par of exchange of the 
pound ſterling, while bullion remains at that value in Paris and in 
London, viz. +:475=22.112 livres for the pound, or 32. 56d. erling 
for the French crown of 3 livres. 

Gold bullion never can riſe in the Paris market, at leaſt all the 
laſt war it never did riſe, above the value of the coin; that is, to 
801.6 livres the mark fine, or 100.2 livres per ounce Paris, and 101.7 
livres the troy ounce. 

How high the price of gold bullion may riſe at London no man t 
can ſay ; but the higheſt it roſe to, during the laſt war, was, I be- 
lieve, 41. os, 84. per ounce ſtandard, or to 4.3999 /. ſterling per 
ounce fine. By this divide the value of the ounce troy fine in French 
livres, the real par at this rate of the metals in both cities will be 


4.199»=23.11 livres for the pound ſterling, or 31.155 pence ſterling 


for the French crown of 3 livres. But ſuppoſe two caſes which 


may happen, viz. 1. That gold bullion at Paris ſhould be at the 


price of coin, while at London it may be at mint price; or, 2. That 
at Paris it may be at mint price, when at London it is at 4/. os. 8d. 
what will then the real par of exchange be? | 

I anſwer, that on the firſt ſuppoſition, it will be one pound ſter- 
ling, equal to 23.939 livres, and the crown of 3 livres equal to 30.076 


pence ſterling. In the other, equal to 21.34 livres for the pound 


ſterling, and for the crown of 3 livres 33,728. A difference of no 
leſs than 8.9 per cent. 5 | 

Is it not evident that theſe variations u occur in the exchange 
between London and Paris? And is it not alſo plain, that they pro- 


ceed from the fluctuation of the price of bullion, not from exchange? 


We have, 1 think, demonſtrated, in che third book, that a wrong 


4 ne upon the French trade raiſes bullion to che price of coin; 


and 
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and that a right balance brings it down to mint price. The price 
of coinage is above 8 per cent. So that 8 per cent. of fluctuation in 
the price of bullion is eaſily accounted for in the Paris market, with- 
out combining the variations in the Englith market. 

In London, where no coinage is paid, were all theo coin, of full 
weight, and exportation free, coin and ſtandard bullion would con- 
ſtantly ſtand at the ſame price: but when the heavy coin is exported, 
and the currency becomes light by the old remaining in circula- 
tion, the price of bullion riſes in proportion. 

ls it ſurprizing that, at London, gold in bullion ſhould be worth 
as much as gold of the ſame ſtandard in guineas, weight for weight? 
It is worth as much at the mint, why ſhould it not be worth as 
much at market? Any man may offer to pay. er the ounce of all the 
guineas coined by Charles II. James II. and William III. now in cir- 
culation, the higheſt market price that ever was given for ſtandard 
gold bullion in London, and gain by the bargain. 

This, I hope, will be ſufficient to ſatisfy any body that there i is a 
miſtake in aſcribing the high price paid for the French crown in the 

London exchange, to a wrong balance upon the trade of England 
with France, 

From this new light in which l have placed the queſtion, I hope 
the arguments uſed in the 1õth chapter of the firſt part of the third 
book, will acquire an additional force; and that thereby the eyes 
of this nation may be opened with regard to the intereſts of the 
French trade; a point, I ſhould think, of the higheſt concern. 

To calculate, as every body does, the par of the French crown, either 
by the gold or the ſilver in the Engliſh fandard coin, when no ſuch 
fandard coin exiſts ; and to tate all that 1s given for the crown above 
291 d. if you reckon by the ſilver, or 307 d. if you reckon by the 

gold, for the price of a wrong balance, is an error which may lead 
to the molt fatal conſequences. 

If government ſhould think fit to impoſe, in their own mint, a | 
coinage, equal to that of France, and make all their coin of equal 


weight, and at the due proportion, it will take off all the loſs we 
* ſuffer 
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ſuffer by paying coinage to France, which we at preſent. impute to 
the exchange, while ſhe pays none to us. But then it will occaſion 
nearly the ſame fluctuations upon the real par of exchange as at 
preſent; only from another cauſe on the ſide of Great Britain. At 
preſent our exchange becomes favourable from the weight of our 
own currency, and the balance againſt France upon her trade; 
which, in Paris, raiſes the price of the bullion with which we pay 
our French debts. On the other hand, our exchange becomes un- 
favourable from the lightneſs of our own currency, from the coin- 
age we pay to France, and balance againſt us ; which laſt carries off 
all our new guineas; and in the Paris market, finks the value of 
that bullion in which we pay our French debts. | 

Were matters put upon a right footing, we ſhould gain from 
France the price of our coinage, when our balance is favourable, 
and pay coinage to France when their balance is favourable; in- 
ſtead of ſceing our exchange turn more in our favour, only from 
the addirional weight of the coin in which we pay. 

If French coinage ſhould appear too high a price for the intereſt of 
other branches of Britiſh trade, a queſtion I ſhall' not here deter- 
mine, let us impoſe at leaſt as much as to keep our guineas out of 
the melting por, and baniſh all the old coin which throws us into 
ſuch confuſion. 

What has been ſaid is undoubtedly too much upon this' ſubject 
for the generality of readers. The number of thoſe who can 25 
through a chapter like this with pleaſure is very ſmall. But if the 
idea I have been endeavouring to communicate, be found juſt by 
one man of capacity, whoſe opinion ſhall have weight in the deli- 
berations of Great Britain, the conſequences may be great to this 
nation; and this conſideration will, J hope, plead my excuſe. 

I ſhall now ſet this queſtion in another point of view, from which 
the ſtreſs of n arguments will be felt, and all Wade 3 
tions will be laid aſide.” 8 

Does not the price of exchange, or what is given above the par, 


proceed from the expence of ſending tlie metals from one place to 
VOL. I. | T4 the 


322 AN INQUIRY/INTO THE PRINCIPLES Bor lv. 5.3. 


the other, the inſurange. of them, and the exchanger's profit?! If 
this be true, Which 1 believe no, body will deny, muſt not what is 
paid for the bill, ever and above theſe three, articles, be conſidered 
as the real par, relative to exchange? Now does the price of the 
bullion which the exchanger pays in his own, market, or the price 
he gets for that bulliow'in the market to which he ſends it, at all 
enter into the account of the tranſportation, riſk, and profit, which 
the exchanger has on the operation? Certainly not. May there not 
be a very great difference between the buying and ſelling the very 
ſame bullion in different markets at one time and another? Ought. 
we not to charge that to ſome other accompt than to the price of 
exchange, which is confined to the expence of tranſporting the ba- 
lance only, and when two. objects totally different are included un- 
der the ſame, term, does it not tend to perplex aur notions concern 
ing them! | ; 

The great Variation in the price of bullion in France, eros 
and the expence of procuring it, proceeds from three cauſes. The 
firſt is, the coinage impoſed in France, while none is impoſed in 
England. What, therefore, is paid upon this account, is profit to. 
France, and loſs to England. 

The ſecond cauſe of variation, is the debaſement of the value of 
the pound ſterling, when the heavy gold has been ſent abroad. 
That loſs affects the nation, and every man in England, in the qua- 
lity of creditor for ſums ſpecified in pounds ſterling, to the profit 
of all debtors. 

The third cauſe of variation, is from the great expence exchangers 
are put to, in procuring the metals from other countries, when they 
cannot be got at home: the conſequence of this ſhall be, explained, 
in a ſucceeding chapter. 

As all theſe cauſes are combined in the exchange upon bills when 
they come to market, I think it is proper to analize them, before 
the doctrine we are upon can be diſtinctly underſtood. 

I ſhall therefore conclude my chapter with this propoſition : 


8 | 
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That the beſt method of determining exactiy tlie true and intrinſic 
value of the metals, coin, or money, in which the balance due to 
or from a foreign nation is to be paid, is to compare the reſpetive 
value of fine bullion with the reſpective denominations of the coin 
in the one and the other; and to "fate the difference as the price 
paid for the exchange. 


* There occurs another conſiderable difficulty a ao) before the real par of 
exchange can be exactly determined from the price of bullion, to wit, "PT 
of weights, and the multiplicity of them. 

Every nation in Europe has a different weight, I might almoſt ſay every city. This 
has proceeded, in a great meaſure, from the inaccuracy with which. they have been 
made formerly. I think it is highly probable, that many, at leaſt, of the principal 
weights in Europe, have derived their origin from the ſame ſtandard; although they 
are now conſiderably different, Thoſe I am beſt acquainted with are the following, of 
which 1 ſhall here ſet down a ſhort table, reduced to my grains, nn beſt 
calculation I have been able to make. 

One ounce troy containss 33 | wo grin 

One ounce Paris, or Poids de marc, wi. (16 err 1 Fit 

One ounce Holland troees 473.27 

One ounce Colonia - - - - [vin 5; 669539 | 

Theſe are the weights uſed in the mints of England, France, Holland, and Germany. 

If therefore we ſhould call the troy ounce 100, the proportion of the reſt will be a» 


follows : 
Troy - - > - - 2 - 100 
Paris . — 9 - - - - 00.00 | 
Holland - - - - - - - - 98.597 


Colonia - - bh x 7 F 97 
J have choſen to reduee to ounces; beenuſe MU —— 6g . che 
portion of weights is belt preſerved; '' su © 8 


Iheſe ounces I apprehend to have been en ww tl the old Roman PRE 
which was the weight adopted by the Emperor Charles the Great, who applied himſelf 
much to the eſtabliſhing a general ſlandatd of weights in his dominions, 

In the examples I have given, we ſer how the Colonia ounce deviates more than any 
other from the average on the Whole. 

This ounce is very near equal to the old Saxon ounce, eflabliſhed in the 'Englih 
mint at the Norman conqueſt, and therdpreſerved, until Henry VIII. ſubſtituted 

T in 
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in its place, the troy weight. This circumſtance makes it probable that the Saxon 
ounce came originally from Charles the Great, who ficlt conqucred the Saxon nation, 
and drew them from a ſtate of abſolute barbarity. ' The rude manners of the Saxons 
may have occaſioned, this great deviation. PE a N 

'Fhe difference, ther: fore, f in thoſe ounces, I aſcribe 1 to the progreſſive er error of thoſe 
who have made weights, and from the negle& of preſerving a proper ſtandard. 

The beſt remedy for this inconvenience, would be, for any one mint to form * 
weight, ad liitum, and to ſend a moſt accurate copy of it to every mint in Europe: 
mention, at the ſame time, the exact proportion between the weight ſent, and that 
ſerved at their own mint: to beg of the other mints an equal communication of ha 
proportion between the weight ſent, and their ſeveral ſtandards : and laſt of all, to pub- 
Lſb in the news-papers of all commercial towns, every market day, as is done at Am- 
ſlerdam, the price of fine gold and ſilver, according to this new weight made for the 
purpoſe. This weight may be called the mint-weight of Europe; and from the uni- 
verſal utility, which would follow upon ſuch a regulation, it probably might be followed: 
were this to happen, it might be a ſtep towards eſtabliſhing an. univerſal conformity af. 
weights every where, . 

While matters ſtand on the vreſent footing, it is a neceſſary to be iolemnal of three 
particulars. Firſt, Of the proportion of the different mint weights. Secondly, Of 
the regulations by, which the coin is made. And laſtly, Of the exactneſs of the mints 
in following the regulation. Every miſtake in any one of theſe, three articles, is an 
impediment to the juſt determination of the real par. | 

I acknowledge that, in fact, exchange buſineſs goes on ſmoothly, notwithſtanding 
all the difficulties we have beru enumerating. It may therefore be aſked, in what 
would conſiſt the great advantage of ſo ſcrupulous a nicety ? | 
My anſwer is, that exchange bufineſs will always go ſmoothly on, as » lng as 

exchangers gain, and that trade is not interrupted. . 

But trading men conſider their own intereſt only; and I am. conkdgriog the 3 
of an intelligent ſtate, which wants to promote the good of the whot community, with 
out ame any hurt to the intereſt of individuals. 
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How to remove the i incinven niences + Ri 0: cur in faying Balancer 


"ith the Metals or. Cain of a Nation. 
N 


HE i inconveniences which occur when balances are to be paid 
in bullion or coin are theſe: 

Firſt, The want of ſecure and ready tranſportation, from the ob- 
ſtructions government throws in the way to prevent it. 

Secondly, The difficulty of procuring the metals abroad when. 
they are not to be found at home. 

When we ſpeak here of balances to'be paid from one en to. 
another, we underſtand, that the general amount of the whole” 
payments to be made to the world, exceeds the ſum of all that is“ 
rec iprocally due from it. So far as a balance due to one country 
is compenſated with a balance due by another, they may be mu- 
tually diſcharged by bills of exchange, according to the principles 
already laid down. All compenſations being made by bills drawn for 
reciprocal debts, we muſt here ſuppoſe a balance due by the country 
whoſe intereſt we are conſidering. This, like debts between pri- 
vate people, mult either be paid in intrinſic value, or by ſecurity 
for it; that is, by contracting a permanent debt bearing intereſt. 
The firſt is the queſtion here before us; the eee will be exa- 
mined in the ſucceeding chapter. ' 

The firſt difficulty mentioned, to wit, the want of ſecure and 
ready tranſportation of the metals, proceeds 1n a great meaſure from 
the obſtruction government throws in the way, to prevent the ex. 
portation of them. To remove which difficulty, it is proper toſhew 
how far it is the intereſt of government to obſtruct, Now far to acce-- 
lerate the tranſportation of the metals. 


We have ſaid that it is the advantage of every ſtate, in point of 
trade, to have balances paid with the leaſt expence. If then we 


{uppoſe that it is either neceſſary or expedient that this balance: 
ſhould. 


326. AN INQUIRY/INTO THE"PRINCIPLES: Boo NV. p. 3. 


ſhould be paid in the metals, government, in chat caſe, ſhould; 
facilitate by every method the ne them off in the em _ 
ſecureſt way. 

But ſince governments hs Not follow that * we muſt examine 
the reaſons which engage them to prefer a contrary conduct. 

The principal, the moſt general, and moſt rational ati 
againſt the exportation of the metals, is, that when it is permitted, 
without reſtriction, it engages the people, when they go to foreign 
markets for articles of exportation, to run to the coin, inſtead of 
carrying thither the product and manufactures of the country, 
From which a conſequence is drawn, that as long as coin and bul- 
lion are fairly allowed to be exported, the rich inhabitants will 
cmploy them for the purchaſe of foreign commodities, to the hurt 
of domeſtic induſtry. | 

This is an objection of great weight, relative to the ituation. of 
many nations. The Spaniards and Portugueſe feel it ſeverely. 
Many individuals there are very rich; the numerous claſſes of the 
people are either lazy or not properly bred to induſtry. In that 
ſituation che alternative to government is very diſagreeable. Either 
the rich muſt be deprived of every enjoyment with which their 
induſtrious ngighbours alone can ſupply them, until, by very flow. 
degrees, the loweſt claſſes of their countrymen can be engaged to 
change their way of living, and be inſpired with a ſpirit of in- 
duſt y; or they muſt be allowed to gratify the deſires which riches - 
create, at the expence of the nation's, treaſure, ang the improvement 
of their country. 

From this alternative we. dif-over the principle which directs the | 
conduct of a ſtateſman under ſuch circumſtances, viz. . | 

To forbid the importation. of every foreign manufacture 5 
ever; io ſubmit to the hardſhips neceſſarily implied. in the circum- 
ſtances of the nation; and to pay freely what balance may ba ow- 
ing upon natural produce ee for we uſes of ſubſiſtencę, or 
manufacture. 

This is a plan more rational 101 more e eaſly cr pony a g0 
neral prohibition to export the metals; becauſe with good regula- 

tions, 
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tions, properly executed; vou may prevent the importation of ma- 
nufactures; but it is hardly poſſible to prevent the exportation of 
the metals neceſſary to pay for what you have bought from ſtran- 
gers, by the permiſſion of government: and on the other hand, 
ſuppoſe you do effectually prevent the exportation of the metals, 
the conſequence will be, to put an end to all foreign trade even in 
natural produce. What nation will trade with another who can pay 
only by barter? All credit will then be cut off; for who will ex- 
change by bills, with a place which cannot pay, either in their 
own currency, or with the metals, the debts which they recipro- 
cally owe? | 

The maxitn therefore, here, is to prevent the contracting of debts: 
with ſtrangers ; but when you allow them to be pere to faci- 
litate the payment of them. 

This reaſoning is only calculated to direct a ſtateſman who ſinds 
himſelf at the head of a rich luxurious nobility, and an idle or ili 
inſtructed common people, ſurrounded by induſtrious neighbours, 
whoſe aſſiſtance may be neceſſary upon mary occaſions, to provide 
ſubſiſtence, or the materials of manufacture, to his people; and 
this white he is forming a ſcheme of introducing induſtry at home, 
as a baſis for afterwards eſtabliſhing a proper foreign commerce. 

But in this ſubject combinations are infinite, and the ſmalleſt 
change of circumſtances throws the deciſion of a Eres on a dif- 
ferent principle. | 

1 will not therefore ſay, mat in every caſe which can be ſup- 
poſed, certain reſtrictions upon the exportation of bullion or coin. 
are contrary to good policy. This propoſition I conſſme to the __ 
riſhing trading nations of our own time. | 

To ſet this matter in a fair light, and as an exerciſe upon prin- 
ciples, I ſhall borrow two combinations, one from hiſtory, and an- 
other from a recent example in France, in which a clog upon the- 
exportation of the metals and coin were very politically laid on. 

We learn from the hiſtory of Henry VII. of England, a ſagacigus* 
Prince, that he eftabliſhed very ſevere laws againſt the exportation 

of. 


. 
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of bullion ; and obliged the merchants who imported foreign com- 

modities into his dominions, to inveſt their returns is: the natural 

produce of England, which at that time conſiſted principally in 
wool and in grain. 

The circumſtances of — times in which that 3 lived, muſt 
therefore be examined, before we can juſtly find fault with this . 
of his political economy 

In Henry the VIIth's time, the A cad of tees was en- 
tirely in the hands of foreigners, and almoſt every elegant manu- 
facture came from abroad. | 
Dncder ſuch circumſtances, is it not plain, * the Waben en of 

the exportation of bullion and coin was only a compulſion, con- 
comitant with other regulations, to oblige foreign merchants, 
reſiding in his kingdom, to buy up the ſuperfluity of the Engliſh 
natural produce of wool and grain? Had not the King taken thoſe 
meaſures, the whole money of the nation would have been ex- 
ported; the ſuperfluous natural produce of England would have 
lain upon hand; the abundance of theſe would have brought their 
price below the value of the ſubſiſtence of thoſe who produced 
them; agriculture would have been abandoned; and the nation 
would have been undone. 

I allow that nothing is ſo abſurd as a deſire to conſume foreign 
productions, and to forbid the exportation of the price of them. 
alſo allow, that every reſtraint laid upon exporting ſilver and gold, 
falls upon the conſumer of foreign goods, and obliges him to pay 
the dearer for them; but this additional expence to the conſumer, 
does not augment the maſs of foreign debts. The debt due abroad 
will conſtantly be paid with the ſame quantity of coin, whether the 
exportation of it be allowed or forbidden; becauſe the loſs of thoſe 
who pay the balance ariſes from the ritk-of confiſcation of the mo- 
ney they want to export againſt law; or from the high exchange 
they are obliged to pay to thoſe who take that riſ upon themſelves. 
In both caſes, the additional expence they are put to remains in the 
nnn and is repaid them by the conſumers; conſoquently, can 

never 
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therefore, upon the exportation of ſpecie, are not in every caſe ſo 
abſurd as they appear at firſt fight. It is very certain that no body 
gives money for nothing; conſequently, a ſtate may reſt aſſured 
that the proprietors of the ſpecie, their ſubjects, will take ſufficient 
care not to make a preſent of it to foreigners. The intention, 
therefore, of ſuch prohibitions, is not to prevent the payment of 
what people owe; but to prevent that payment from being made in 
coin or bullion; and alſo to diſcourage the buying of ſuch foreigu 
commodities as muſt be paid in ſpecie, preferably to others which 
may be paid for with the returns of home produce. 

When a ſtateſman, therefore, ſinds the balance of trade, upon 
hy main, favourable to the country he governs, he need give him- 
ſelf no trouble about the exportation of the ſpecie, from this ſingle 
principle, to wit, that he is ſure, it is not given for nothing. But 
when the balance turns againſt them, in the regular courſe of bu- 
ſineſs, not from a temporary cauſe, then he may lay reftraints upon 
the exportation of ſpecie, as a concomitant reſtriction, tagether 
with others, in order to diminiſh the general maſs of importations, 
and thereby to ſet the balance even. is 

In a trading nation, I allow, that no reſtriction of that kind onghe 
to be general; becauſe it then affects the uſeful and the }urtful 
branches of importation equally :. but in Henry's days, the ſale of 
corn and wool was ſufficient to procure for England all it wanted from 
abroad ; and the intereſts of trade were not ſufficiently combined, 
to enable the ſtate to act by any other than the moſt general rules. 
Forbidding the exportation of coin was found to promote the ex- 
portation of Engliſh productions, and this was a ſufficient reaſon 
tor making the prohibition peremptory. In this view of the mat- 


cer, did not Henry judge well, when he obliged the merchants who 


imported foreign goods, to inveſt the price they received for them 
in Engliſh commodities? Once more 1 muſt ſay it, he was not fo 
much afraid of the conſequences of the money going out, as of the 
corn and wool remaining at home; had he been ſure of the expor- 

VOL. II. Vu tation 
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tation of theſe articles to as good purpoſe: another way, the prohi- 
bition would have been . but I FP em _ was not 
the caſe. 

The example taken from . is PU | 

After the fatal bankruptcy in 1720, by the e vp. Af the 
Miſſiſippi, the trade of France languiſhed from the effects of the 
inſtability of their coin, until the year 1726, when it was 4 upon 
that footing on which it has remained ever ſince. 

Upon that laſt general coinage, the ſame principles of ien 
the King by the operation, directed the conduct of the miniſter. 

The old ſpecie was cried down, and proſcribed in circulation : 
but it was thought, that as it was the King's coin, he had a liberty 
to ſet a price upon it, at a different rate from any other bullion of 
the ſame ſineneſs; and that he had alſo a right to command the 
proprietors of it to bring it to the mint at his own pricſq e. 

The conſequence was, that thoſe who could were very — 
to ſend it to Holland, in order to draw back the neee * 
in bills upon Paris. 

Under ſuch ates were not 3 upon whoſe ex- 
portation of this coin moſt conſiſtent with the plan laid down? We 
ſhall, in the next chapter, examine the conſequences of this ope- 
ration upon the exchange of France. 

What has been ſaid, will, I hope, ſuffice to explain fs of the 
principal motives which ſtateſmen may have, when they lay re- 
ſtrictions on the exportation of the metals, withe view to favour the 
trade of their nation. 

But beſides the intereſts of trade, there are other reaſons 9 lay- 
ing prohibitions on the exportation of the national coin, although 
that of bullion be left free under certain reſtrictionss. 

As often as it happens, from whatever cauſe it may proceed, that 
the value of a nation's coin falls to par with bullion of the ſame 
'fineneſs, that coin, if exported, may be melted down. This is a 
loſs; becauſe it puts the nation che expence of coining more for 
the uſe of circulation. 

When 
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When nations give coinage gratis; or when they allow the coin 

of other nations the ptibilege of paſſing current under denomina- 
tions exactly proportioned to its intrinſic value, then coin never can 
be worth more than any other bullion of the ſame ſtandard; con- 
ſequently, will be exported or ſmuggled out upon every occaſion. 

If, therefore, a nation does really defire to avoid an cxpence' to 
the mint, they muſt make it the intereſt of merchants to export 
every other thing preferably to their own coin. This is done by 
impoſing a duty upon the coinage; and this will either prevent its 
going out unneceſlarily, or if it be neceſſary to export it, the coin 
will return in the payments made to the nation, in conſequence of 
its advanced value above any other bullion which can be ſent. + 

The forbidding the exportation of coin, implies a reſtriction upon 
the exportation of bullion ; becauſe, unleſs the bullion be examined 
at the cuſtom houſe; and the ſtamps upon it looked at, it may hap- 
pen to be nothing but the nation's coin melted down, with an in- 
tention to avoid the law. For this reaſon, whoever brings bullion 
to be ſtamped, whether it be for exportation or not, muſt declare 
that it is not made of the nation's coin. How ſlender a check are 
all ſuch declarations! The only one effectual is private intereſt; and 
as no man will take his wig to ſtuff his chair, when he can get 
cheaper materials equally good, ſo no man will melt down coin 
which bears an advanced Eg when he can pores any er 
bullion. 

On the whole, we may as that a Palos i 
ſtate, which has, on the average of their trade, a balance coming 
in from other countries, ſhould lay it down as a general rule, to 
facilitate the exportation of their coin, as well as bullion; and if a 
very particular circumſtance ſhould occur, which may continue for 
a ſhort time, they may then put a temporary ſtop mo Eon 
the payment of the balance in the way of credit. ae 3115 

I have enlarged ſo much upon — the ſirſt 
difhculty o? paying a balance, with the coin enn found in a 
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nation, that Hat remains to be fald upon the ſecond difficulty t 
wit; the procuring them frotii ther nations, ned not be long 

Were the mint weights of all countries ſufficiently determinate; 
were the regulations concerning the ſtandard of bullion exactly 
complied wich; and were the current market prices of that impon 
tant commodity, conſidered as à valuable piece of intelligence every 
where, the bullion trade would be much exfier than it s. 

We have ſaid, that when the reciprocal debts of two nations are 
equal, there is no occaſion for bullien to diſcharge them. But 
trading nations are many; and from this it may happen, that one 
who, upon the whole, is ereditor to the world, may be debtor to a 
place which is aMo creditor to the world; and in this caſe 1 
is neceſſary to pay the debt. 5 1 

If a man owes money to a perſon who has many creditors, the 
perſon owing, may buy up a claim againſt him, and pay what he 
owes in that way: but if the perſon to whom he owes money be 
indebted to no body, then the debt muſt be paid with ready money. 
Juſt ſo of nations. For inſtance, when bullion is demanded to be 
exported to Holland, the Engliſh merchants, who are creditors on 
Spain and Portugal, take from thence their returns in bullion/for 
the ſake of paying a balance to Holland, which is, upon 1 Dope and 
creditor to the world. 

But as it ſeldom OR that he who deals with Holland is 
the perſon who has credit in Spain or Portugal, he is obliged to 
apply to Portugal merchants to procure bullion; They again who 
trade thither, having profit on the returns of the commodities 
they bring from thence, will expect the ſame profits upon the 
bills they give to the mari who wants to take his return in bullion. 
This plainly raiſes the price of bullion in the Engliſh market; be- 
caufe it is brought home in conſequenee of a demand from Eng- 
land. On the other hand, when the demands of England for Por- 
tugueſe commociities is Jeſs than the value of what Fortugal owes 
her, the Fee merenants in London are obliged to take che ba- 

10 lance 
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lance in he metals. . Theſe.came to the London market, and are 
offered to ·ſale toſthoſe who want them: then the price of hullion 
falls ; becauſe the demand comes from the other ſile. 
Jo go through. all. the operations which merchants, employ to 
abbreviate the proceſs I have been deſcribing, would, indeed, better 
explain the practical part of exchange, than hat I have ſaid; but 1 
write, not to inſtruct merchants, but to extract from their compli- 
eated operations, the ee ae which ay axed; 
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In this, chapter, we ſhall i inquire more particularly , than we have 


done, in what that hurt conſiſts. The point of view of every, man, 
whether he be a merchant or not, is ſirſt honeſtly, and as far as law 
and fair dealing permit, to conſult his own Private. N and 
in the ſecond place, to promote that intereſt with which his own is 
moſt cloſely connected, | aw add tou 
According to this rule, every 8 will endeavour.to manage 
his exchange buſineſs-t0 the beſt advantage .o himſelf. If the ba- 
lance be againſt his country, he will ſell his bills to she country 
creditor; as dear as he can; that is, he, will endeavour to raiſe; tho 
price of exchange as high as he can againſt, his cquntry, Whatever 
hurt may thereby reſult to the general tradg of ita and. in ſq floipg, 
he only does what duty to himſelf requires; becauſe it is by mind- 
ing 
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ig His buſineſs only; that he can trade upon equal terms with his 
neighbours,/every'one' of which avail themſelves . Mon 
tuations, when' they happen to be in their favour: | 

From this TI cenciude, that fince the loſs upon high — 
againſt a country, affects principally the cumulative intereſt of the 
whole, relative to other tracling nations; it is the buſineſs of the 
ſtateſman; not of the merchant, to provide a remedy againſt it. 
The whole claſs of merchants, no doubt, exchangers excepted, 
would be very glad to find the courſe of exchange conſtantly at par. 
This is alfo greatly the intereſt of the ſtate; becauſe it is from the 
balance in its favour, not from the profit made in drawing that balance 

from the debtor, that the ſtate is a gainer. This muſt be explained. 
l am to ſhew how it happens; that a nation is only benefited or 
hurt by the net balance which it receives from, or pays to her 
neighbours: and that the whole expence of paying-or receiving 
that balance, is not national, but particular to individuals at home; 
conſequently, it would be the intereſt of all ſtates, that balances, 
both favourable and unfavourable, were paid wy the dad debtor, 
at the leaſt expence poſſible. 
The great difficulty in communicating one's FRO? upon is 
ſubject with diſtinctneſs, proceeds from the ambiguity of non 
neceſſary to exprefs them. This may be avoided by adopting the 
technical terms of merchants; but theſe are ſtill more difficult to 
be comprehended dy any one not converſant in commerce. 1 — 
acquit myſelf of this difficult taſk the beſt way I can. ow 

When we ſpeak of a balance between two nations, we ſhall call 
the nation who owes the balance the natio-debtor che other to 
whom it is owing, the ariνh,a.kuçtor. e 

Balances imply reciprocal debts; conſequently, reciprocal debtors 
and creditors. To avoid, therefore, confuſion in this particular, we 
ſhall uſe four expreſſions, viz. the debtors to the nation-creditor; 
the debtors to che nation- debtor; the 'Gedfrors to dle nation- 
— the creditors to the wine ge ten. don F1 
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Let me ſuppoſe that Paris owes a balance to London, no matter 
for what ſum. The reciprocal debts between Paris and London are 
all affected by che conſequence of this balance: that is to ſay, fome 
pay or receive more than the real par; ſome pay or receive leſs. 
To diſcover where the profit centers, we are now to inquire, Who 
are thoſe who receive more, who are thoſe. who receive leſs. And 
as profit and loſs are here only relative, that is to ſay, the profit of 
the one is compenſated by the loſs of the other; we muſt fee whe- 
ther or not, upon the whole, the price of the exchange in this, caſe 
be favourable to London, to which, by the ſuppoſition, the balance 
is due, and unfavourable to Paris, which is the debtor. . 

The queſtion thus ſtated, let us examine the operations. of. ex- 
change at London and Paris, and the ſtate of eee both, for 
money or bills. i ones 19007 wel 

In the London market, the demand will be for money in London 
for bills on Paris; and he who demands, muſt pay the exchange; 
conſequently, the London merchants, creditors to the nation-debtor, 
will pay the exchange; that is to ſay, they will ſell their bills on 
Paris below par; and the London merchants, debtors to the nation- 
debtor, will buy them, and gain the exchange; z that is, they will 
buy bills upon Paris below par. I 

Now as this negotiation is carried on at London, 1 muſt ſuppoſe 
it to take place amongſt Engliſhmen; one part of whom will, gain 
exactly what the other loſes ; conſequently England, in this reſpect, 
neither gains or loſes by the exchange paid in London. 

Let us next examine the intereſt of the merchants, and the inte- 
reſt of the nation's trade. 

The creditors to the nation-debtor, who have loſt by the exchange, 

are thoſe who have exported Engliſh commodities to France. Upon 
this profitable branch of commerce the exchange occaſions 2 loſs, 
the conſequence of which is, to diſcourage exportation. NW 1 

The debtors to the nation-debtor, who have gained by the ex- 

change, are thoſe who have imported French commodities to Eng- 
land. Upon this hurtful branch of commerce, the exchange occa- 
ſions 


» 
2 
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fins profit; dhe On ſtquenagiatn which neg. 


tation. e og! 
This is not all. The mercharits--exporters, who have loſt, .can- 
not dra back their loſs uponithe return of them trade ; becauſe 
the return aof their trade is che mow1 ae by!France, the balance 
included. Whefeas the merchants importers may draw back cheir 
loſs upon the return of their trade becauſe that return is merabas- 
dizej which: — fell: ſo much the dearer 1 on country- 
men. gBI Hon 7H hs Gen hemp ITN +1 + boi 
If element line Fane dene a gain, as we 
have ſeen ; when it is otherwiſe, and when they are obliged to pay 
the exchange, they indemnify themſelves, by the ſale of their 
goods ſo much the dearer. High eee Ie may FINER 
exporters, but never can hurt importers. Netty 
Let us next examiſie the operation of b at Farid. 0 


m the Parts market, the demand will be for bills upon London 

for money in Paris; and he who demands muſt pay the exchange. 

The de „ khetefbre⸗ to the nation creditor, muſt pay thé ex- 

change, ul the crèditors to the nation · creditor will receive it; and 

_ as both are Frenchmen, the ren and Gold to > Paris race, dalance 
Y one © oats 
'But the debtorb to the Punch. cheditot are here the i importers' of 

Eng liſh goods ; ; conſequently, this trade, hurtful to France, would 


be hurtful to the importer, could he not indemnify himſelf bye 
ing them ſo much the dearer to his countrymen. 


The creditors, again, | to the nation-creditor, who gain the ex- 
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| change, are the exporters of French goods to En land; ſo that here 


the exportation meets with an Encouragement from abalancea Wen 
Darin DOE 80115 og 1 
the country. 
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From the advantage fo found upon exchange in farouf of emen. 
and che loſs upon it to the prejudice of importers, in the caſe of a 
xrong balance, it has NAT eee e LL 22 
ee upon eee neee, 


1 contrary, 
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contrary, which deftroy — 2 — being hack 


lance even. nn 20 > GON? 
| In anſwer to this; I have — eier. * T 
The firſt is, that were the argument concluſive, it would hold 
good in reverſing the propoſation ;'40 wit, chat the conſequence of 
a favourable balance would be to deſtroy the difference alſo, and 
bring the balance even. This I never heard allege . 
My ſecond argument is the ſtrongeſt: that the enhancing of the 
prices of importations will not ſo effectually diſcourage the ſale of 
them at home, as the enhancing the prices of exportations will diſ- 
courage the ſale of them abroad ; for the reaſons I ſhall give pre 
ſently. But in the mean tim ann tae aft! 
If che compenſation be confidered only in relation to the mer- 
chants importers and exporters, there, indeed, I agree, that abeir 
proſit and loſs upon the exchange is moſt exactly balanced; becauſe 
what the one party eee een We 
The em — by bi” af exchange, we 
ſee that no profit can be made, nor loſs, incurri a, either to London, 
or Paris, by that operation. u Wr Hy matron 
Ihe profit to Frenchmen is compenſated by the loſs 1 10 n 
men; the ſame may be ſaid of the Engliſh merchants: but the 
balance due after thoſe operations are over, and the more remote 
conſequences of high exchange, affect the relative intereſt of the 
two nations. ; 
This balance is generally ſent by the country-debtor, either to 
the country: creditor, or to their order i in 4 11 . country, e to which 
they are indebted. 5 
The tranſportation and inſurance of this belag is an expence to 
thoſe who owe it, and the profit, if any there be on that operation, 
naturally falls to exchangers of the fame vation, who conduct it. 
So whether exchange be paid upon bills drawn, or expence be in- 
curred iii the tranſportation of balances, no proſit tan actrue upon 
that to the nation: creditor, to the detriment of the debtot: it muſt, 
VOL. II. * therefore, 
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merefore, do hurt to boch, r — mu 


average of trade, exchange is lo wen. 
I come now to the method of cranſponng talances u de 
metals. 47 gets bi ni en ere n N 


; We have ſeen how the creditors of the . 
upon the ſale of their bills on Paris, which owes the bande If 
by the operations of erchangers, this exchange ſhould riſe 'to Mir 

detriment, higher than the expence, trouble und infurante; of 
bringing the balance from Paris, then they will apppimt ſome factor 
at Paris, to whoſe order they will draw bills upon their debtors in 
that city; and as what the Paris:debtors owe to Londom is ftared in 
pounds ſterling, the London-creditors willi value de pound ſterling, 
according to the rate of exchange, in their favour; and in their 
bills upon their Faris-debtor, bee OP wer wages ex . 
including the exchange. e OG 
By this operation, we fee how. 1 cb 
may become the buſineſs of the creditors to the nation- debtor: which 
is a combination e have not as * nde to: a few words Will 
explain ie. ta U int 
When the a af the i chen their bills, they muſt 
pay the exchange, as has been ſaid. When they draw bills to the 
order df a friend in the place where the balance is owing, they 
ſuperadd the exchange. This their debtors pay: but then they 
themſelves muſt be at che e and 2 of W. . 
the money. c 
It is from 6 which both parties have os eicher ſend- 
ing what they owe to their creditors in bullion, or of allowing them 
to draw for it at the additional expence of paying the exchange, 
that a check upon the extravagant profit of exchangers ariſcs: and 


from this combination ariſes all the delicate ener of mum 
and remiittingg. 


nh ty $11: 90M 307) is 

Into theſe we thall; not n eder eh d tie de- 
peud eee, —_ 3 erer 5 alt u vg Of 
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i qrqccedb now toocenidor; hows Far choſe reciprocal profits and 
loſſes, between merchants in the fame cauntry, affect the trade of 
iiiingengatic ono ⁰²αœᷓ⁰ for οοπνννðͥ⁰NlHfH off ‚ REL FTE) 
When the balance is favourable, we have ſaid that the exporters 

loſe the exchange, and the importers gain it; and both being citi- 
zens, the country would not be concerned in their relative intereſts, 
were it not that theſe intereſts are connected with that of tl. e coun- 
try, Which reaps great benefit from the trade of en "our Goal in 
exportations, and: loſs from the other.” 14 

If, there fore, exchange is found to hurt ee hen the 
balance is favourable, in this reſpect the country has an intereſt in 
bringing it as low as poſſible. But as it may be ſaid that ſince the 
return of an unfavourable balance Hurts in its turn the intereſts/ of 
importation, and favours che other, exchange thereby operates a 
national compenſation; it will not be improper, in this place, t6 
throw out one reflection —_ in n to dee _ hes 
that argument. M νοι,j, , BIG IE 7 LITE 
Were this propoſition nhted. 1 as Lam afraid it cannot, from 
what we have already ſaid, it affords no argument againſt doing 
what can be done, to render exchange as little hurtful as ' poſſible 
to exportation, during the favourablebalanee.' But as to the que- 
ſtion itſelf, of national compenſation, I cannot allow that even 
exporters and importers are thereby brought on ù level in point of 
trade: for this reaſon, that the exchange affecting the exporters, in 
proportion as it augments, diſcourages manufacturers, ho muſt 
have regular, and even growing profits, according to che increaſe of 
demand. Theſe the merehant exporter cannot afford; becauſe he 
cannot draw back from his foreign correſpondents, any advance 
upon manufactures at home, ariſing from domeſtie cireumſtances. 
But when the merchant importer is aſſected by the exchange againſt 
him; this additional expence he can draw back; becauſe he e folly to 
thoſe who are affected by all domeſtic eitcumſtances. 

Let us therefore determine; that it is the initereſt of + ſtate to dif. 
N chat compenſation which is given to exportation by a wrong 
| © E balance, 
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Fatale, en dbes 16 uct liert; aro avid tho disursge- 
ment given ri) by n Bight faßte, miert dots l much gull. 
The only way to compaſs thoſe ends, is to mri une ee Hear 
to pa dras pollihble: © 57 219,201 6 5 eee 24,40 arts 

Could werber debts be always eichanged at pat, Ad und 
the expence of bringing home; and fending a balance abroad, be 
defrayed by the ſtate, I think it would prove a great advantage to 
the trade of 4 nation. I do not Prerend to ſay that, as matters Rand, 
the thing is praQticable but as it is a queſtion which relates to my 
ſubject, and ſeems eren Ir N n Here exa- 
mine it. n t 

At ſirſt ſight, this ide will appear chit: . — . — 
may deſpiſe it too much, to be at the trouble to read what may be 
ſaid for it. 1 ſhall therefore ſer out by informing them that the 
ſcheme has beet tried, in à great kingdom in Europe, under a great 
miniſter: THay it Was atrempted i in France, in the year 4726, under 
the adminiſtration of Cardinal Fleuri, and produced ita effect; 
although it was ſoon siven up, from a FRRUSSRGITE which, I ou, 
never can occur in Great Britain. | 
| After the laſt general coinage in France, os, exchange ene 
ſo unfavourable to that kingdom, that there was a general outcry. 

The Cardinal, to put a ſtop to the clamour, and ſet trade to rights, 
as he thought, ordered Samuel, Bernard, at that time a man of 
great credit, to give bills on Holland at par, to all the merchants. 
To enable him to place funds in Amſterdatn, for the payment of 
his bills, the Cardj nal ſupplied this exchanger with ſufficient quan- 
Firies o of the old ce Ale, then cried down, 100 paid for the Pw 

of i it to Holland. ok we nv 

Upon this exchange e on Holla came to par; and all exchangers 

at ar Paris looked on the operation. with amazement. «.'The:minifter, 
hos owever, in a ſhort time diſcovered; that by this he was undoing 
with one Hand, tat he Wanted m eltablict with cle other! He 
therefore topped in his career! After Huväng paid; perhaps, ten 
mes the balance due to Holland, 


By 
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Ay unfulding the, gombipation-of;this en dig, I fh be beper 
able to caſt. light on che queſtion before. us, than in apy, other way. 
- When the general goinage was made in France, by the arret of 
the month of January 1726, all the old coin was cried down, and 
andere to be recoined, ,,/The mins price of fine gold per marc was 
fixed at1536 liyres 14 ſols 6 dęniers; and the filyer at 37 livres 1 fol 
9deniers: Theſe were che prices at which.the mint paid for bullion, 
when offered. to be coined. But the King, as if he had a right upon 
the metal in the old coin, commanded it to be delivered at the mint 
at no higher xate than 49a livres for the marc of fine gold, and at 
34 livres for the marc of ſine ſilver: and to compel the poſſeſſors of 
it 10 bring is in, all exportation and melting down was, made 
highly penal; , the avenues from France were beſet with guards to 
prevent the going out; and the melting pots were ſtrictly watched. 
Upon this, che poſſeſſors of che old coin, rather than ſell it ro rhe 

mint at ſo great an underyaluc, had recourle & exchangers for bills 
upon Holland for it: and thefe being obliged to fend. it thither at a 

great expence and riſk, exacted a very high exchange, which, « 5 — 
ſequently, affected the whole trade of Franck. 1 5 | 24 
| Politicians perſuaded the, Cardinal, that exchange had got up ſo 
high, not from the diſcredit; caſt on the old coin, but because of 
the wrong balance, and the alteration which had been made at that 
time upon the denomination of the new: and that io ſoon as the 
balance againſt France was paid, exchange. would return to par. 


bY 313510. 
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Upon this the Cardinal ſet Bernard to, work, but he ſoon diſcoveretl 


1 4 19 IN 33 1301 
his miſtake ;,and by arret of the 15th of June the ſame year, raiſei 
the mint price of the old coin, and then exchange became vourable. . 


1 ITS nenn 1» DIQ 2011] TO £57114 
Theſe are all facts mentioned by Dutot, and yet he never will . 
akcribe. the diff of eachangg in France to any other cauſe than to 


ihe tampering with the denominations of their coin: an operation 
which may, rob one ſct,of, people in favo ur of anoth wk; but which 
has very ule, eſſcct upon exchange, when, other circumſtances do 
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> not congur, as in the caſe before * 11) 21 mtr byqgaatt ond 
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Now hadjthe-high exchange again France been owing toa wrong 
balance upon her trade, is it not evident that the Cardinals opera: 
on would have ſucceeded, that all demands for bills at Samuel 
ernard's office would have been confined to the exact extent of n 
balance; that the reciprocal debts would have be negotiated 
tween rhe merchants at pars, and, HER Ri Ba i Sl Jp os 
upon exchange would have been faved to individuals, at, the ſmall 
charge, to government of tranſportipg me balance md. for the bills 
- E by 1 the merchants at Paris? |, | 
Were proſperous trading ates, therefore, edna. by late 
men, intelligent, capable, and uninfluenced by motives of private 
intereſt, they would make i it a rule to be at the expence of {ending oft, 
and bringing! home all balances, without the charge of exchange to 
traders: bur the conſequence of either neglect, or incapacity in the 
man at the helm, would then become ſo fatal that it might be dan- 
gerous 1 to attempt, at once, ſo great a change i in the preſent method 
of paying balances: but I never make allowances for the defects 
of a ſtateſman, while I =aeducing the ene which ought A 
direct his conduct. 5 
I ſhall next ſightly point out the bad 8 which, * 
an unfavourable flate of commerce, might reſult from ſuch a plan; and 
without recommending any thing to practice, leave the reader to 
judge of the expediency. | 
We ſce, that by a ſtateſman's giving bills at par, on all es 
and being himſelf at the expence of tranſportation and inſurance, 
in bringing home and ſending off all balances, exchange would 1 
ſelf come to par. | | 
The firſt conſequence of this would be, the total 8 * 
che exchange buſineſs; and if, after that, any interruption ſhould 
happen by neglect in the ſtateſman, trade might ſuffer conſiderably. 
Another conſequence i is, that the moſt deſtructive trade, would go 
forward withour a check, as long as merchants could. pay the pas 
of the bills they demanded uj upon foreign, parts: and this they would 
conſtantly be, enabled x to do, While there was either coin or paper 
in 
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lation upon mortgage.” 3 none SOLE Is Gl vb! 


the confequence of this would be, to oblige the ſtate to pledge 
the revenue of the country to ſtrangers, in proportion to the balance 
owing,” over und above the extent of the metals to diſcharge it. 


' Now the queſtion is, and this 1 all leave to the ſagacity of my 


reader to determine, whether, as matters Rand, there be any check 
, procceding from high exchange which can prevent the bad conſe- 
quences here ſet forth. 1 ſuſpect there is not. We ſee the moſt 
enormous Tunis Tent by nations to nations; raifing the exchange 
againſt the lenders ; rurning it in favour of the borrowers, but 
never preventing the loan from going forward. Does not Great 
Britain, as well as France, owe amazing fums to other nations, at 
the expence of paying the intereſt out of their revenue And hate 
not all thoſe furs been tranſacted by exchangers, ' who have made 
great fortunes by it? Are not the moſt unfavourable balances paid 
in the ordinary method? Are there not, therefore, already, inftru- 
ments in the hands of all nations, ſufficient for their undoing? 
How could their ruin be accelerated by this alteration in the mode 


of performing che ite Wiss: Tiny 


Hut let it be obſerved; that ur bufinefs, in this chapter, is to 


fearch for methods to advanee the profpetity-of flouriſhing nations, 
who have a balance owing to them; and here we have been ſetting 
forth the batt conſequences which reſult from he, to others who 


are in decay. Every argument, therefore, drawn againſt this 


ſcheme, in favour of the idle or prodigal, is an argument in favour 
of it, with reſpect to the induſtrious and frugal. As all nations ate 
Uable to Alternate viciffitudes of proſperity and adverſity, tlie prin- 
eiples here laid down require to be carefully combined with do- 
meſtic circumſtances, before. the be applied to practice. e 


It was with a view to this diſtinction, that, in the title of this 


chapter, I pointed out the queſtion there propoſed, as relative to the 
Rate of it in"a proſ* Four tralling” nation ; ; and Tam not quite clear how 


far it might not be advaritageous in every caſe : but this queſtion I 
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hall not Het tenlurge upon. Wait bas beet mid, will, 1 Hope} be 
füfticient to point oft" che prineiples upon achiche tie deriß n der 
pends; and if any stefan inelhes to tryithe conſequence: of 
it by an experiment h. Wdithen;/rhothingds.fo eaſy qa (Rds 
without any detriment. This is proved from abe operation (ÞRp 
formed by the French tarlitvalon the otcaſion f a verxſunfa wur- 

able and high erhings?-5 5 os Patina „%% eters 
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Ele when other lexprdithits prove Pn falta al For | ohh 
Balan he ene may be paid by Soren Means of Credit, with 


the Intervention of Cain er Bu Fi lion ;,, and wh 7 0 wh ought 
„rn HA ta comauci that Operation. Aſian! i , oa) eitts ar 
ALLE. eg Ht e 4 wollk of mult aupbinrd 5 ict bot vmuattifis 
E have now applied the principles formerly laid down, tor 
wards diſcovering the moſt proper expedients for removing 

or palliating the chret ig eon eniences to be ſtruggled with in regu- 
lating exchange peoperty 1. How: to. eſtimate the value of à ba- 
lance due: 2*Howojpey it With the coin or bullion of 4he:counr 
try: and laſtly How to prevent the price of eachange from affect 
ing any thing morethan the balance to be paid, after all reciproca 
debts have been compenſſt e.... d 
m remain tõ inquire; what are the moſt proper methods to-acquit 
lue of their balance in the other ways 3 
- - Atfirſt fight it muſt appear evident das ae only method. here is 
vo give ſecurity, and pay intareſt for what ot · he; paidyiny a 
other value. This is conſtantly; done by(Every,aations: but as d 
— P 
Nees 
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pences-which raiſe nung d a gveat height, and thereby prove 
a prodigious diſcouragement to trade in general: it would be no 
{ſmall advantage, could all this loſs on exchange be equally thrown 
— — u ,j VOID entirely 
vpon ita commerce. - % wer +; 
— — — — 
dbſerve, that foreign balances ariſe chiefly upon four articles. 
1. The great importation and conſumption of foreign productions. 
2. The payment of debts and intereſt due to forcigners. 3. The 
lending money to other nations. And 4. the great-expence ob the 
Kate, or of individuals, abroad. 
Could all the bad conſequences ariſing from theſe four cauſes, 
and the high exchange occaſioned by them, be caft upon that inte» 
reſt alone which. occaſians, them, 1 would not propoſe to lay the 
whole body of the nation under contribution for repairing the loſs. 

But if from the nature of the thing, as matters ſtand, the whble 
de found to fall upon trade, without a poſſibility of preventing it, 
in this caſe, I think, it is better for the ation, x cunni, to lend its 
aſſiſtance, and ſhare the burdens, than to allow it to fall upon that 
En of mne boy e na — —_ 
and profperity. 4 Hen 4537 Hts 

— ——ůͤ — ec RN 
tion, it Ras the effect of raiſing exchange upen every draught ot 
remittance. When bills are demanded to pay a foreign, claim, .« 
eannoe be. determined fronywitat cauſe the claim has arten. Whe- 
ther for national purpoſes or not, the exchange is the fame, and 
equatiy wee the whole inqzrctt of wand; „ (97 <6] 42424 

If this bea fais ſimerof the. caſe, | think we may determine, that 
* — — a 
flateſman's adminiſtrationn A. Us 4668 
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male dab lag for any natign h had, upon che. average of theig 
trade, a balance againſt them; but if, on the whole,. the, balance 
be. favourable, 1 would; ng fer the- fake of faving.a linie mule 
and expence, ufer the alternate xyþrations, of exchange co diſſucb 
the uniformity of profits which, gends ſo much 20,cncaurage cxary | 
branch of commerce. n out naw end He dive horde 

. We have abundantly explained che fatal effects of a wrong.ha; 
Jance to banks which circulate pager z, and we hayeſhewn how ng 
ceſſary it is chat they thauld, perform, what, we here recommend. 
There is, therefore nothing new, in, this) propoſal... it is, Ohl 
carrying the conſequences of the ſame, principle one ſtep farther, 
by pointing out, as a branch of policy, how government ſhould be 
aſſiſting to trade in the payment of balances, where credit abroad 
is required; and this aſſiſtance ſhould: be given out of the n. 
money. 
- The greateſt, and indeed, I think, the only 1 to this 
fcheme, is, that by it the condition of our foreign creditors will be 
bettered, for no value received from them. This I allow will be the 
caſe when the balance is againſt England: but it will be compen- 
ſated to the creditors by the loſs they will ſuſtain when the balance 
is in her favour. But ſuppoſing there ſhould be a benefit to foreign 
creditors, will not this circumftance raiſe the confidence of all the 
world in the Engliſh funds? If there was a propoſal made for 
Jowering the rate of money, by refunding the-debts which bear a 
higher intereſt than what money can be procured for, were the 
continent to paur. her wealth into our ſubſcription, might we. not 
then more readily expect a ſupply from that quarter? Beſides, is 
not all the intereſt due to foreign creditors paid in bank paper? Is 
not this demandable in coin, and will not this coin be exported, it 
credit be not found ? Were the bank of England to keep a ſubſcrip- 
tion open, at all times, in Amſterdam, for money to be bor- 
rowed there, on the payment of the intereſt in that city, who 
doubts but loans might be procured at much leſs expence than at 
preſent, when we beat about for credit every where, until by the 
return 


Sie M. 8 l ESo NEM 337 


return of A Favourite balance ü NE trade of küiglir me fhall 
de enabled to fill up the void. Wd ; mad ata 9onslgd & bn 
1 feel my own inſufficiency to unfold the many combinations 
which fach-art operation muſt imply. . therefore ſhall not attempt 
What, at any rate, 1 nit leave imperfect. What has been ſaid, 
combined with what has been thrown out on the fame ſubject, 6 
— b of other matters, is ſufficient to give à Hint, 'as to the expe- 

of dhe plan in general. Aud as to che objectlon which artſes 
— payments to the public creditors abroad, I ſhall reſerve 
che more ample diſcuſſion of it till I come to coulider the dottrine 
of er 197 N LAY IL}, © HT! RO) HN QOIYT TH 


5 end 0517 1-5! 131111 
fuk! (1) bas : h 1937 21 
1011 
"c { 959901 41 * 
1 Tee) F3 


4 | ” £1. ® a. „ * 7 9 1 
9919391 957 ON OT hY IJ) 
UC ige | SUST&EL ond Ot; 


Exp, or THE Tfiköp LES, 
Ml #2414 QOHOQHH UH ALS 


* 
- ' od 


EET! > TE , ; ; * 7 5 T1 bn A) 3704 & 17 7 431 * * 
* 
2 n * 88 * i- e 
1 \ 4 1 1 | t 
4 {1 rr Ti "THO 4 $f YO* 447% 
dnl Tang”) 181) mont uigqaut & are vitear Meer fol! 
! l k & 0 he © ; 4 111 k - L = 


DN 250 11 Digg &JO0UDIT angibt 09 91h Agrgrm. offs Hs torr 


7 £ | 4 * 18 e i 4 A. . wx * * — 
NGO ett on ie bas 9965 t vid ghbirredtreab ers 200 


o * * 1 1 „ 2 
e qs batte to angd If e bittet ror 53d bers 


od auf 009 „enn TOY aba A crit ct: figs tg 4400 NO) 
1,00 161 at ly1910 201 tg wmomvaq 3 no ihn bywor 
« Re 95992qz2 2191 Dνν, i batynong od ad gum aus o 1nd dH 


1 vdlinng wibdw yivo bo Ji2112ds od vw wil long 


* 4 
74 o 


* YMOAOI330 449171404 10 n 


* — » F = 5 7 2 iv] ” bs © * L IC 2 o * A $1? ov; 
. 903 bag 


e 4 294 hy bas - AN te al as Salben va; 


aul ga Marge Ne" — R. Nui yhnsAtao 
1109? 11 2 gaHανοντνν 0ſt. Ni 


2413 Q gugustl! 20 


19964 RIHIGIIID io «j} 6 E b bas elanant ilgiow 
Iddud m bayingma gnoqy. groga 1 (17 oi nνjub-,än nj 


PriNotrt PLES OF POLITICAL OECONONFY. 


Winugtg 22 u Won 911 0s. oldiguliotau DIRE od 


* 8 — "(16.0 


O17 K Nido 1EAW * 0 ps E IV. © 811 ideas II aul 


rotor mor 02 21 1 EjꝗN s oi Huνj,j.ja)og 
n 5510422 9 on BDI AND D EBT 
21} 3641 nombrod ao FK BIUWOT! inloq vbod to ,915 
| AR anhhT Imi od ö [ſet lige) 
ini to oil 1 „eee ut ob 10 1189 


rt order 10 43010091 S153 101 (1811953 213 to neg to ro αεε nt 10 


O gn E32 £ E 


*. Hanno i 7 
rn It ee 4a RA.“ L. Din oft oi uro 
91 [19 ill gi Y1571N00 2ift 024 nation nay 
Of r Debrs. 
1105 RAKE 10 10 Howerinod nom ont un tend . | 
Ti nine the doctrine, of public credic 
are ſo fem, and ſo plain, that it is ſurpriſing to ſee how cir- 
cumſtances could poſſibly. involve them in the, obſcurity into which 
we find them plunged on many occations.. 
For the better clearing the way, jowards, the: main object, 1, ſhall 
new, from experience, and from the, progreſs, of public gregis in 
ſome nations, that the true, principles pf Wat and 
confounded ſo with extrangous objects, ag to be entirely loſt. 
The true method of decyphering, as it were, : complicared 


operations — hut nat 


ghar 


the — which —_— this nay wake ſcience lie ſo in- 
. volved 
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conſtantly in eu, A: #464 pit 755m « 904 - hes ld fund- 
ing, dock oblag, c my changing the 


weight, ſineneſs, and denpminatiqns gf, ſpecie, circulating paper 
in conjunction with it, impoſing upon mankind with bubbles and 


bahtOpjeley, bad ling Wr n joperationg of public 
be rendred intelligible to —.— Bender capacity. —_— 


Many of chef 4 
This will enable us to contra the plan of h remains | in pro- 
portion to the objects it is to comprehend. 

Public credit we OI Anilidence repoſed i in a 
ſtate, or body politie, We on condition that the 
capital ſhall not be a certain proportional 
part of the ſum ſhall he parade paid, eicher in lieu of intereſt, 
or in extinction of part of the capital; for the ſecurity of which pay- 


merit, à permanent annuat fun is approprtætett n A fiberty. 
however, to the ſtate to; ſet itſelf free, by repaying the whole, 
when nothing to the _— is ſtipulated, 

In this definition I have ꝓut in :«©alcrnative, of paying a per- 
petual intereſt for the money borrowed, or of paying annually a 
ſum excreding the intereſt; whick exccſvis Hirended to ein 
the capital in 2 certain number of yes“ ty both tales, the 
nual payment is called an anruity. Whett tis eaualy Suck ko tde 
intereſt agreed on, it is called perperuat ;” and determinate, with 
granted either for Hfe;' or for 4 cerin Huber of yer. 
The wnaftylor cis aecurtty m eſteärtal were Bord pe. 
me ay de fuppöe it to be as fd b Haft. 
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che Contecttenek ilk. Be“ in ie HAR fade, 10 HEAPS, in fabtur 
of che creditors, the whole incöme of the "Ale, f When gefl. 
ment will rethily the adünifliftrattöft be Fällt conſequeſnces of 
this revolution will furniſh matter for a chapter by itſelt. 

If the borrowings of "1 Ate be Shy if proportion” to the extinc- 
tion of the od c capitale, or ef What'Þ Hive called deterrivinate ar 
nuities; then'the debts wilt normereafe,” meme. 

When a ſtateſman, therefore, eſtabliſhes/# Iylem of publiè tre- 
dit, the firſt object which ſhould fir His attention is to calctflate 
how far'the'c6nflittitioif' of tlie ſtate: aid its internal circumſtancks, 
render it expedlent to throw the reventie” of it into the hands of 
money d intereſt. I ſay, chis is the moſt important object of Tis 
deliberation; becauſé che folidlty of His credit depends upon it.” 

If, all che {tereſt Of We "Rare duly conſidered,” that of trade 
be found' to pfedominate, 'Tefs inconvenience will be'found in al- 
lowing the 'moneya: teten to fell 7 but in monarchies, where 
the landed intereſt is the molt 3 aoke 2 it would be dangerous t o 
erect ſo formidable A rief t it. in p my bodies every ſeparate 
intereſt will confult its own; andi in the 'conteſt between thoſe who 
pay, and thoſe who receive e taxes, under the denomination of 
creditors, the ſecurity of public credit becomes precarious. 

From this we may conclude, 17, That in governments where 
the ſwelling of a money d intereſt is found to threaten the tran- 
quillity of the ſtate, care ſhould be taken either to cſtabliſh a ſink- 
ing fund, for paying off, in times of peace, what may-have been' 
borrowed in times of war, or the plan of borrowing upon deter- 
minate annuitics muſt be eſtabliſhed. 12 

2do, If natural cauſes be left to work their on effects, without 
a ſyſtematical plan of e the conſequence will be a bank - 
ruptey; and a total failure of public credit, at leaſt for ſome 7% 

Ilie, If a ſtate —.— find inet of ke debts 8 _ 2 
foo gregt eu Tum as" tb be in they m F 
0 total, or PAL ial abblitibh of n att 10 
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Ab, 18, they allow their hell without limitzrign, and ad- 
Here t the faith of thaw gy gagement det yhale property of che 
Gate Will be. in conſtant, eirculatiqn from ong claſs of men to 


another. i vd igt s mor 19115hT7 iat Utw noir 


ge I, zue debts conmatted be. the property, of forgigaers, [theſe 


will eüner remove into ther ung. where, their fanels,/ariſe,,or 
the property, that is, the dmn⁰ipw! e acide of cha country, will be 
transferred. from.che naten... cft rn / 

many, other combinations will ariſe. from (che ,exten- 
dag of, gublic credir ;, and an cxaminazion. of the. maſt natural can- 
ſequences, upon eyery, ſuppabtiop,, will he the beſt, way, to acquire 
a diſtinct idea of the ſubject in general. Ta pretend to foretell any 
one certain chain of conſequences, which may, in fact, reſult from 
any combination, is, I apprehend, jnapoſlible ;,, becauſe every one 
of them. will depend upon. circumſtances rotally unknown. Theſe, 
in our way of examining matters of this kind. axe all to be founded 
upon ſuppoſition. To ſupply therefore, in ſome meaſure, this 
defect, I ſhall firſt haye'recourſe io examples of what has happened 
in the hitherto infant tate of public credit; and as to. caſes which 
have not as yet taken place, we muſt have recourſe to ingenuity, 
and endeavour NG the n eee we can. 
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By ria ad erte ouch 
mon ia Of whe. Riſa du Progreſs, of Public Credit... 

Andes of [rp 957 Aan of ,pirwornad to lg anten mY 
;T, HI1LE the policy of, F 
here was no occaſion. for public, credit. This policy pre- 
vailed ynil.the.riſe or ihe Roman empire. Then all the treaſures. 
of —— plpndered, and nations mere inſlaved. On this 
exigencies of that great empire were ſupplied 
from 
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from the annual tridetes paid dy con ations. Under good 
reigns, this annual frippty Wened the public irtafore, until a pro- 
digal Emperor fquandered- ar- erred wok to rapine 7 N 
tion, to fill up the void. 


Upon the total diſſalution of that great empite, Europe was over- 
run by barbatous nations, who, with as little induſtry as ever, 
tupported their power by the military ſervices of the whole people. 

After the eſtabliſhment of the feudal kingdoms under "their 
chiefs: who firft laid the foundation of them, aroſe the Barons, or 
principal vaſſals, who, in imitation of their chief, erected ſmalt 
principalities, which by degrees grew independent. - © © // 

This diftribution of power into many hands had the effect of de- 
ſtroying all ſyſtematic plans of government. Princes were obliged 
to act according to the perpetual fluctuation of circumſtances, 
until by a revolution in their favour, the power of the vaflals was 
ſwallowed up, and confined neon aches TE regular 

authority. oft ne ne 

2 _ wo among the nations 
of Europe, the fyſtem of heir government reſumed a more per- 
manent forma. juſtice Was adminiſtred with more uniformity; 
and from this aroſe à body: of less, which, in ſome countries, 
were called cuſtoms: in others, as in England, common law. Wars 
then became leſs frequent; and the military ſervices. not being ne- 
ceffary on all occaſions, inſenſibly became converted into taxes, 
proportioned to the exigencies of the time. 

During this period, the coin and precious metals of Europe were 
todged, in a great meaſure, in private coffers. If wars brought 
them forth for a ſhort time, they ſoon found their way back again. 
Princes were generally extravagant, and ſpent money as faſt as they. 
got it. In proportion as induſtry and alienation increaſed; che coin 
came abroad; the inhabitants became eufy in'their circumſtances ;. 
the ſtare flouriſhed, and acquired reputation. | The - riches und 
power of a ftate began then to be cſtimazed;/ us they! ought be, 
not dy their treaſures locked up, but by what was found in elteula- 

7 . tion; 
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ven char ds, by bi, err 
bas eta che gaampioya gig dots An che, tom. Ecance, on ac- 
count of their extartiqus, ig he yang af the Holy warg, fled, as it 
is ſaid, into Lombardy, and there invented the ke of. Is of ex- 
change, Sap drawing) their, aighes £1983, counties; ig, which they 
dit nor parece bug dem- U. layers), far money, began, 0, he 
conſuleredas.lawful,inunany Sigg auctchants weg. protected, by 
Prifges,» for the ſake; of ;zhe gouſequentces, af trade and induſiry 
and from uch ſmall bæginnings. ha that mighty caginc of public 
credit ſprung. act? Neu, ente S 17 ee l 49 17 

While Princes morigaged heir. lands and princigplities, in order 
to obtain a ſum of money, hay acted uon che, principles of pri- 
vate credit. This was the caſe in the more/gaply times, before go 
vernment acquired that ſtability vhich is neceſſary to eitabliſh a 
firm confidence Invpropdrtion-as it drew nds à ragulax 
ſyſtem, the dawn of credit put on, appearances. analogous to the 
ſolidity of the fund upon which it was eſtabliſhed. ener 
me ſecond ſtep was ug raiſe money upom a branch of taxes aſ- 

ſigned to the lender, for: the reimgurſement ot his capital and in- 
tereſt. We ſhall ſhew the comſetiuences of this plan of credit 
from ſome m fully, point out all its inconve- 
niencies. In „e AAN 2B innen ene 

mis plan of adcoinifonticg wes lattended with ſo 3 
and ſo much oppreſſion, chat ſtateſmen qe gan to deſpair of carry- 
ing on public affairs by ſuch expedients ; and therefore concluded 
that the only way to obtain money at the leaſt expence, was to raiſe 
it n dhe ſubjeſt within the ve, ar upon what they called ſhort 
unge. 154464 your n trek not N , e e een road 
At de gch puhlig credit a ſſumicchjts preſent form, Money waz horr 
xowed. ty poyh AErermuinate or perpetual annuities: a tupd vas, pro- 
xidedsforahax purpoſe: and aha zefunding of che capital was, in 
many gaſfs, dett inglae apyonr ph government, but Wann, 5 
demandallle by the redn. 1) en ee nog edt e & In ee 
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This is a fort View of "this progrefs'of public eredits|/The prin- 
ciples u upon "which it is built HE f few, that were ili to conſine my- 
{elf to a bare dedudtiofl bf them, littie new or imereſting could 
be ſaid. I ſhall therefore ſteer another courſe : I ſhall collect the 
ſentiments of ſomt*erninetitpoliticians/who have-citherwuit upon, 
or ated in the adminiſtration of this brunch of gorernment and 
by applying princfples as We go along, U ſhall he enabled to point 
"out the extraneons circumſtances which are ſo apt to involve this 
ſubjec in obſcurity. Had we nbt᷑ before our eyes the mumbherleſo 
examples of this kind, it would hardly be poſſible to coneeiys ho 
ſo great, à confuſſon, and 1 . 4 
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07  Anticipations," bor borrowi ing” Monty e, Aue, "ro 
_ Taxes Ws the 1 2 Diſcharge of Pri ad Tut. rr 
HAVE already obſerved, that by the ceſſation of the EY 
wars, in which all Europe, was en gaged during the feudal; go- 
vernment of the. barons, nations began to enjoy ſome ſort of tran- 
quillity. Upon this the military ſervices became inſenſibly con- 
verted into taxes; and as Princes extended their jurifdictions ove 
the cities, which had, been formerly more under the protection by 
(the, biſhops who. reded in t Fl taxes were augmented. Theſe 
impoſitions were very incon derable, with reſpect” to whar'they 


bis i 
brought into the King's coffers. „The poli icy in raiſing them' was 


k 5 41159124 BD Attn) DITS, 
bad the frauds i In collecting hem wer: 15 gre, 5 9111 7 


Theſe conſiderations engaged Princes to begin y contr acting NS debts, 


an] to pay afterwards by temporary ene to che taxes im poſed. 
5 | From 


Caxes Wot -OF4POLHFIQAF OECONQUY,, 44h 3 , 3386 


From this again enſued the, moſt terrible. extortions on the ſide 
of che tax gatherers, ſ often complained of by thoſe who have 
writ on the affairs 0 France, as We ſhall ſee in the following 
chapter. u Atlas DD n 
| Philip ie bel, Kingiob France Was. . in 1301, 2dmit- 
ted, with great policy, che inhabitants of cities to have a ſeat in 
the ſtates of the kingdom. He formed them into a diſtinct body, 
and called them tiers etut, or the third eſtate, after the clergy and 
the nobility. His view was to facilitate thereby the juriſdiction 
he wanted to eſtabliſh over thoſe eities, and to engage them to 
conſent to the impoſition of taxes for carrying on his wars in Flan- 
ders, and for oppoſing the ambitious views of Boniface VIII. Ac- 
cordingly, the people began to pay willingly, when once they found 
that they had a vote in what concerned them. 

I take it for granted, that every tax, about that time, was im- 
poſed for a particular purpoſe, and aſſigned either to creditors, or 
to people who advanced money upon it: becauſe we are told that 
the firſt impoſition granted by the ſtates to a King of France as a 
permanent branch of revenue, was an exciſe upon ſpirituous liquors 
granted to Philip deValois, in the year 1345; at which time, how- 
ever, according to Mr. d'Eon's Memoires pour ſervir @ I Hiftoire generale 
des Finances, there were not leſs than twenty two different taxes 
known in France, which he enumerates as follows 

Tailles, complaintes, charges, redevancel,  contumize, peapet, travers, paſs 
ſages, centiemes, cinquantiemes, btes, chevauchets, ſubventions, exadhons, 
chevaleries, aides, mariages, toultes, impoſitione, Eee b and 
non velletter. „ 

That all theſe impoſitions muſt have been mere trifles, I gather 
from a circumſtance in the Political Hiſtory of France, mentioned 
by the author juſt cited, which being itſelf exceedingly curious 
and tending greatly to confirm many things which I have advanced 
concerning the ſmall yon in — times, I ſhall rs briefly 
mention it. er ei WIN ano EDI tngN Stat) 
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In 1356, John, King of France; applicq:to-the Bates for 59,090 
Reres; about 9165 71 ſterling, o pay his army The States, beſides 
ſeveral other taxes impoſed to pay this ſum, granted him 8 deniers 
on the livre, or 35 per cent. upon all meat, drink, and merchandize, 
ſold in France within 'the year z that d to ſay, upon the whole 
alienations of France. The tax Was lavied, but fell ſa far ſhort of 
the ſum required, that it was made up by a poll. 

Can am example be better calculated es à notion of, he 
eirculation of France at that tineg —— 
At may be here alleged that the — every thing were then 
ſo very low, that no judgment can be . concerning Co 

of-no force, as iſhall-proſemnly Men. F191} 11 irt 1g 101 
We know from the — price of grain in France, 
which. was then remarkably cheap in proportion to the years which 
followed and which had preceeded, that in 2356, the ſeptiex, of 
wheat; or 4 Wineheſter buſhels, ſold. fon 17 ſols 8 deniers of the 
then currency: which was la: livres to; the marc fine ſilver, and a 
French ſoldier's allowance for bread, to this day, is 3 ſeptiers, or 
12 Wincheſter buſhels a year. Now let me ſuppoſe, that the whole 
50,000 livres had been raiſed by this impoſition of 3 per cent. Or. .;'; 
of the total value of the ſingle article of corn ſold at market, which 
was far from being the caſe, and then compare that with the num- 
ber of men who could have beau with all the corn ſold in 
France at that time. 

Ife of the price was the tax, as bs mwliplaing 5: 50,900; ee 
by zo, e have the value of the. corn ſold; to wit, 1 500 990 livres: 
divide this ſum by the value oß vat a man conſumes in 2 year, to 
Wit, 3 ſeptiers at 17 ſols 8 deniers, which make 2 livres 13 ſols, 
and the quotient will be the number of portions for a man, to wit, 
6s oz. So the whole alienation af France, at that time, fell far 
below the value of as much heat as would have fed [566,037 men. 
What a poor idea does this communicate of the ſtate of Europe only 
400 years ago It would be in vain to ſeeKk for examples to illuſtrate 
$024 - © 6 any 
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any prineiple of bur complicated modern eeconomyrincthe hiſtories 
of thoſe times: their raxes; their mam 
ours in nothing but che name. TRY U 1 JNIOQNH Ga dia LS: 


Ino come nearer home, and give an uten. the FR af | 
public eredit formed by Davenant, who-flouriſhed about the time 


of te revolution in _ — to be the Waun 
credit in England. G5 d qu IDEN i594 ” * 


Ns perſon at that „ to 


have ſo thoroughly underſtood thoſe matters as Davenant. He 
was a man of theory, as well as knowledge of facts: he had an 
opportunity Which fe people have, to be well inſtructed in the 


one and the other; and he turned his talents 10 the beſt advantage 
for promoting the intereſt of his country. Ne has writ many tracts 
on polirical/ ſubjects, which, when carefully read and compared 


with what experience has ſince taught us, caſt great light upon 
many queſtions relative to the ſubject of this inquir x. 


Davenant, like other great men of his time, Was of opinion that 
borrowing money upon what he calls ſhort funds, was much pre- 


ferable to that upon perpetual intereſt; and he thought the moſt 


adviſeable plan of all, could it be e Was to raiſe the - 


money wanted within the ear. 

Men, at that time, had a terror upon them: in * debts for 
the public: they conſidered the nation as they would a private man, 
whoſe intereſt is one, uncompounded, and relauve to himſelf alones : 
in this light, creditors appeared as formidable as enemies; they 


were looked upon by miniſters as ſuch ; and this general opinion 
on one fide; contributed, no doubt, to make the monied people leis 
intereſted in the diſtreſs of government, and more ready to lay hold 


of Everyone of — ſuch een for e oon 
advantage: | T7 


Government Was in cunt War m ee when: ready : 
money failed in England, it had nothing to pay with but exchequer 
ralties, upon tlie taxes impoſed; theie were much more eaſily iſſucd 
than ucquittedi hon th firſt year's amount of a tax was engaged. 

people - 
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people conſidered the ſecurity of t to follow as very proca- 
rious:; -coniſequently;! thewalueofitdimmiſhed. 4 1 1 hg gt, 

This method, however, ſoqeefiodifarbonttinupepingot, debts 
already contracted, than in contracting new ones; and the hard- 
fhips put upon thoſe Who had: advanced money to government, 
and who were paid by aſſignments upon taxes previouſly engaged, 
made people afterwards very diffident, except upon proper ſecurity. 
The limited form of the Engliſh government; prevented the violent 
proceedings between miniſters and public creditors, which were 
common in France; and this circumſtance contributed, no doubt, 
toeſtabliſh/ the credit of che former upon the better footing. But 
ſtill the long expectation of payment of the capital and intereſt, 
upon a diſtant fund, made Davenant acknowledge that 700,000/, in 
ready money, would at any time go farther than a million in tal- 
lies; and yet he thought it was better for the ſtate to borrow the 
million upon a plan of diſcharging the debt in three or four years, 
than to os * eee at the en of a perpetual intereſt 
of 8 per cent. 4 ahk 41114 

There were ON more a orkich, nave — to 
prefer what he calls ſhort funds to perpetual intereſt. | 

It was the general opinion in his time (not his own indeed, * 
he endeavourcd to ſhe the fallacy of it) that money borrowed upon 
the anticipation of a fund, raed and appropriated for the diſcharge of 
it, was not a debt upon the ſtate; becauſe it did not diminiſh the 
former revenue. We have a remarkable inſtance of the prevalence 
of this opinion, in the famous memorial preſented by M. Deſmaretz 
to Philip Duke of Orleans, after the death of the late King of 
France; wherein he advances, that during ſeven campaigns, from 
1708 to the peace of Raſtad, while he had been at the head of the 
King's finances, he had not increaſed the public debts by more than 
nine millions of livres capital: and yet when he came into the ad- 
miniſtration, in 1708, the King's debts did not amount to 00 mil- 
lions; and we have ſeen, that at the time of his death, they were 
upwards of 2000 millions. But Deſmaretz did not reckon the dif- 
es I 5 ' ference 


cb. or POLRTICAL OEGONOME: 2389 


.. 


ferance of about 1g00 millions;,becauſerhe had ſettled nem upon. 
funds of his own creation. This was ſo much. che language of che 


times, that no criticiſm was made upon it. 


, JO} C441 4 


It is remarkable, that Davenant, in giving an account of the 


debts of England, during the period of which he writes, that is, 
from the revolution down to the peace of Ryſwick, hardly ever 
takes notice of the ſums paid for intereſt upon them. The minds 
of men at that time were totally taken up with the payment of ca- 
pitals; and providing theſe could be diſcharged in a; few, years, it 
was no. matter, they thought, what they coſt in the mean time. 

As long as nations at war obſerve the ſame. policy in their methods 
of raiſing money, the ways in which they proceed are of the leſs 
importance: but when any one ſtate makes an alteration, by which 
more money is thrown into their hands than they could formerly 
obtain; this circumſtance obliges every other ſtate to adopt the ſame 
method. Thus while Princes made war with the amount of their 


treaſures and annual income, the balance of their power depended 


on the balance of ſuch reſources: when they anticipated their in- 
come on both ſides, for a few years, the balance was in propor- 
tion ſtill: hen, afterwards, they adopted long funds and per- 
petual intereſt, the ſupplies. increaſed; n the balance was 
determined as formerly. 

The uſefulneſs, therefore, of an inquiry iota the principles of 
public credit, has not ſo much for its object to diſcover the intereſt 
of ſtates in adopting one mode of credit preferably to another, as to 
diſcover che con ſequences of every one ; and to point out the me- 
thods of making them ſeverally turn out to the belt account for the 
ſlate, conſidered as a body politic by _ and for, the individuals 
which compoſe it. | 

When ſo many diflerent relations.” are taken in, the ſubject be- 
comes much more complex, and therefore the conſequences which 


can only be gueſſed at mull: be leſs determinatę: but an the other hand, 


it opens tlie mind, and ſuggeſis many hints which with, time may 


be improved for the good of ſocietʒ. 1974 
11141 people 
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people Who barely relate political facts, only afford an exer- 
ciſe to the memory: thoſe Sho deduee principles, and trace a chain 
of reaſoning from them, give exerciſe to the underſtanding; an 
as a ſmall ſpark may raiſe a mighty flame, ſo a hint thrown out by 
a ſlender genius may ſet all the great men of a nation on a plan of 
general reformation and improvement. 

Let us now take a view of the ſtate of public credit in England, 
at the peace of Ryſwick; in order to ſhew how Davenant came to 
be ſo great an enemy to long funds, and more eſpecially to per- 
petual intereſt. We ſhall at the ſame time point out from what cauſes 
the great change of ſentiments at preſent proceeds. 

At the peace of Ryſwick, the ' debts of England, according to 
'Davenant, in his fifth diſcourſe upon the public revenues and trade 
-of England, ſtood at 17 552 544 J. ſterling; call it 17 millions and a 
half, as we have no occaſion to calculate with exactneſs. 

Ot this debt the capital of 3: millions was ſunk, as he calls it; 

becauſe 1 300 0007, was on lives at 14 per cent. and what was over 

to make up the 3; millions, was intended to remain a perpetual 

burthen on the nation. | | | 

Tor paying the intereſt of this ſum, no leſs than 400 0007. a year 
was neceſſary, which makes on the whole above 11 per cent. 

But then it muſt be obſerved, that more than one third of the 
ſum was upon lives at 14 per cent. the debt due to the bank, of 

which we have ſpoken in another place, was 1 200 ooo J. for which 
was paid 100 cco/. a year, including 4000 J. allowed for the charge 
of management: the remaining million was upon lottery tickets, 
bearing about 8 per cent. the price at which the bank had lent. 
The ſecond branch of debts was near 11 millions, which, he ſays, 
were in courſe of payment; becauſe they were ſecured upon 
branches of revenue engaged for diſcharging them. Apart of this 
claſs of debts was to be extinguithed in'the year 1700: and when- 
ever that was done, then a proportion of the appropriated taxes, 
amounting yearly to above a million ſterling, was immediately to 
be taken oll. | | 
The 
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he Mrd clas of ae bes ute that not DIe fr at u Wü! 


in the phfce referred te, he makes © artoant to n mort thi 


5 400 666 f N Net uftevwards finds his miſtake; and that they in 
fact amsunted W above ; Miene and a half, which makes the” 
debts of England aue _ peace o 4 — near: 20 
mi lions. mne bert ne 917 185 

Was n then any wonder, that a man who” wiſhed well 9 — 
country, ſhould prefer borrowing upon ſhort funds at any expence 
whatever i the mean time, rather than at perpetual intereſt, when 
he found that partiamenes eould not be prevailed upon to allow any 
tax to fubſiſt one inſtam after the diſcharge nm 
payment of which it had been appropriated? [4 

' Befides, there was very little to be gained nene ah 
long funds and perpetual intereſt, as long as the lenders conſidered - 
their © ra to comſiſt „ ee mmm " 

The mee; Ae tur trade at ade time ewes 
beginning to take root in England, and demanded funds to carry it 
on. Tlie uſe of banks had not then been diſcovered, for turning pro- 
perty into money. Circulation, conſequently, was confined to the 
coin; and profits on · trade were very great. All theſe circumſtances 
rendred capitals of eſſential uſe; and the e was, to raiſe 
imereft to we exceſſive height. ; , 

' Compare this ſituation with thie preſent. Were the n of 100 
millions iterling thrown by Great Britain, in a few years, into the 
hands of the preſent creditors; were France; on the other hand, 
to throw in as much, what trade could abſorb it? Capitals now are 
only of vatue in proportion to the interoſt they bring and fo long 
as the intereſt paid on publie debts is ſufficient to keep circulation 
full, and no more, interoſt will ſtand as it is: when that ceaſes to 
be the caſe, as in time of war, we ſee intereſt begins to riſe; and 
when, on the other hund, the intereſt paid, proves more than ſut- 
ſreient for the uſes of circulation; as upon à return of peace, ay 
from the ſame principles, intereſt muſt diminiſh. 4 
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Davenant, like an able politician, who had the ſtate of facts be- 


fore him, reaſoned according to actual circumſtances. Whatever 
was borrowed on long funds, was charged on the ſtanding revenue 
of the ſtate, which parliament was very unwilling to increaſe in 
proportion to the charges laid upon it. This, of itſelf, was argu- 
ment ſufficient with him to caſt his view upon ſhort appropriations, 
or upon his favourite object, of raiſing money within the * to 
ſupply the exigencies of the ſtate. 

But in this operation he found great difficulties. In his treatiſe 
of ways and means, article exciſes, where he is ſearching for expe- 
dients to provide money for the war, he plainly ſhews a thorough 
knowledge of that impoſition. It had taken place in England as 
far back as the great civil war, and formed at the revolution about 
= of all the revenue: but what is very extraordinary, and which at 
preſent will hardly be credited, the exciſe had at that time the effect 
of ſinking the price of the ſubject exciſed, inſtead of raiſing the 
price of what was produced from it. Thus the exciſe upon malt, 
after the revolution, had the effect of lowering the price of barley, 
inſtead of raiſing the price of beer. 

This effect of exciſes Davenant ſaw ; from which he, and fince 
him many more have concluded, that all exciſes fall ultimately 
upon the land. 

This circumſtance, together with a feeling for the intereſt of the 
great number of idle poor at that time, who muſt conſtantly ſuffer 
by exciſes, engaged Davenant to propoſe having recourſe to the 

land-property and poll-taxes, for raiſing, within the year, the ſums 
required for carrying on the war. 

According to his propoſal, there was to be no leſs than 3 millions 
raiſed by a land tax, beſides half a million by a quarterly poll, which 
was, at that time, above 100, oo Il. more than all the permanent 
taxes of England put together. 

A propolal of this kind coming from Davenant, ſhews the differ- 
ence of ſituation between thoſe times and the preſent, On this ſub- 
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ject more is to be learned by comparing facts, than by all the rea- 
ſoning in the world. 

We have ſeen how credit ſtood in England during the reign of 
William III. It was then in its infancy, and was ſet upon the prin- 
ciples of a free and limited authority, exerciſed by miniſters of 
ſtate at all times reſponſible to parliament at the riſk of their heads, 
in caſe of any open violation of the public faith. This is the beſt 
of all ſecurities againſt the bad exerciſe of power. a 

Whoever reads the admirable writings of Davenant, and com- 
pares his ideas with what experience has ſince taught us, concern- 
ing the nature of taxes and public credit, will plainly diſcover that 
the great diſtreſs of England at that time, 3 from the fol · 
lowing cauſes. 

The enterprize they were engaged in, was far beyond their 
power to ſupport, although they had the greateſt part of Europe to 
aſſiſt them. 

The bravery of the Britiſh nation was ill ſupported with money, 
the ſinews of war. 


The coin ſoon after the revolution fell into the Hol diſorder, 


which ſent it away; and no expedient was found to ſupply its 
place for the uſes of domeſtic circulation ; and, conſequently, the 
fixed revenue could not be paid, nor induſtry carried on. 

The people were unaccuſtomed to taxes: tunnage and poundage, 
the branch with which they were beſt acquainted, and which they 
bore with the leaſt murmuring, becauſe it was little felt by indi- 
viduals, together with the exciſe upon beer and ale, the hearth 
money, the poſt-houſe, and wine-licences, compoſed the whole of 
the permanent revenue of the ſtate, and amounted to about one 
million and a half fterling: beſides which, the parliament had 
granted new cuſtoms (all to ceaſe before 1690) to the amount of 
about half a million more, upon wines, tobacco, ſugar, and French 
linnen. This was the ſtate of the revenue at the revolution. 

One would imagine that England, under ſo ſmall a burthen, 
might have been able to make the greateſt efforts. 
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Were we now to grapple with France, under ſuch circumſtances, 
what ſanguine hopes would we not form of ſucceſs! The caſe turned 
out widely different: the firſt benefit the nation expected in conſe- 
quence of their liberty reſtored, was an abolition of the hearth mo- 
ney ; a tax which raiſed over the whole kingdom, 245, ooo l. and 
was conſidered as an inſupportable burthen. 

Such ſentiments and diſpoſitions in the Engliſh nation, might 
have been a ſufficient indication of what was to be expected from 
the war; the conſequences of which had, before 1695, produced the 
following changes in the revenue. 

The tunnage and poundage, which at the revolution aroduced 
oo, ooo l. was by this time reduced to 286,687 l. 

The exciſe upon beer and ale, from 666, 383 1. was reduced to 
391,2751. 

The hearth money \ was ; aboliſhed. 

The poſt- houſe, from 65,0001. was reduced to 63,517 J. 

The wine-licences, from 10, ooo J. to 5000 l. 

The temporary cuſtoms which ſubſiſted at the revolution, were 
now expired, and had been either continued by new grants, or by 
others of the. ſame nature introduced in their ſtead. The former 
had produced 415,472 l. the new produced 373,839 . 

The laſt and moſt important grant of all, was an additional exciſe 
upon beer and ale, which produced 450,000 /. 

The revenue at the revolution produced, clear of all charges, 
2 001 855 J. ſterling. A revenue eſtabliſhed at pretty much the ſame 
rate, and nearly on the ſame objects, with an addition of a new 
exciſe, which produced 450, ooo l. produced net in 1694, no more 
than 1 570 318 J. ſo that, deducting the new exciſe, the old revenue 
was diminiſhed in its produce, no leſs than 1081 F527 /. or above 
one half, in ſive years time. 

In a country like England, at that time, taxes were of little uſe 
to the ſtate, and were an exceſſive burthen on the people. 

What could they be paid out of? Not out of the value in tlie 
hands of the people; becauſe there was no way provided for turn- 
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ing that value into money. The whole of the money coined before 
the end of the war in 1697, did not amount to 8: millions. It 
was not to be expected that during the war, foreign com was to 
come in, except in conſequence of borrowing ; and we may be very 
certain, that all that was borrowed, and a great part of what had 
been coined at home, had gone out from che year 1695 to 1697, 
Under theſe circumſtances, the exchequer iffaed tallies of wood, a 
notable expedient for facilitating circulation! And the bank of 
England lent not one farthing upon mortgage: all chze ws poſſible 
to be raiſed on the land and on the people, by e aſſeſs 
ment, and poll- tax, was impoſed... 

Now let us recall our principles concerning nee nun 
and banking upon mortgage, and combine theſe with what we 
have fo frequently repeated; and I think demonſtrated, viz. that in 
proportion to the extent of alienation, and the demands for money; 
a circulating equivalent ſhould be provided, fo as to be ready at 
the hand of every perſon who has property to pledge for it; and 
then decide whether it was any wonder that credit in England 
ſhould have been at ſo low an ebb at the peace of Ryfwick ; that 
taxes ſhould have diminiſhed in their produce ; thar intereſt ſhoul# 
have riſen to ſuch an extravagant height; chut the: people ſhould 
have groaned under a load from which they could nor relieve them- 
ſelves. | | 

Under ſuch circumftances, England appears to me in the light of 
a dumb man put to the torture in order to extort a confeſſion. | 

Were eight or nine millions ſterling in coin, and a feẽC wooden 
ſticks, the tallies, conſtantly fold at a great difcount, a circulating 
value ſufficient to ſupply the exigencies of a ſtate which was fpend- 
ing annually at the rate of five or ſix millions ? 

The conſequence of this total drain of money, was, that people 
could neither conſume exciſeable commodities, or pay the taxes laid 
upon their perſons and ſolid property. 

The exciſcs failed, becauſe the body of the -cople; who paid 
them, were interrupted in their induſtry, for want of money to 
2 | carry 
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carry on alienation. Thoſe who were liable to the arbitrary impo- 
ſitions, ſuch as the landlords, could not pay; becauſe what they 
had, their land, could not be given in payment. 

from what I have here laid together, we may determine, that as 
alienations among individuals cannot exceed the proportion of the 
circulating equivalent of a country, ſo a ſtateſman when he intends 
ſuddenly to augment the taxes of his people, without interrupting 
their induſtry, which then becomes ſtill more neceſſary than ever, 
ſhould augment the circulating equivalent in . to the ad. 
ditional demand for it. 

This, according to my notions, cannot be ſo well compaſſed as, 
1. by eſtabliſhing banks of circulation upon mortgage: 2. by re- 
lieving thoſe companies of the load of paying foreign balances by 
giving bills at par, or at a ſmall exchange: and 3. by providing 
funds abroad for the payment of them, according to the principles 
above deduced. 

Such expedients will work their effect, in a nation where the 
public faith ſtands upon the ſolid ſecurity of an honeſt parliament, 
and upon that reſponſibility which is fixed upon thoſe who are 
truſted with the exertions of the royal authority. 

I think I may illuſtrate this operation by a ſimile. 

A gentleman chooſes to form a caſcade of the water which ſerves 
to turn his corn-mill ; conſequently, the mill ſtops: but in its ſtead, 
he immediately erects another which turns with the wind. Coin 


15 the water, bank paper 1s the wind, and both are equally well 
calculated for the uſe they are put to, 
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CH A P. IV. 


Of the State of public Credit in France before the reign of Lowis 
XIV. and of the Sentiment of the great Richlieu upon that Subject. 


AVING laid before my reader the ſentiments of Davenant on 

the ſubje& of public credit, which were analogous to the 

then ſtate of England, it may be inſt-uctive to compare them with 

thoſe of another very great man, in a rival nation ; I mean the Car- 
dinal de Richlieu. | 

The conſtitution of Great Britain at preſent, is pretty much what 
it was in Davenant's time: and that of France does not differ widely 
from what it was at the death of Louis XIII. 

Britain and-France are two nations, rivals in every thing worthy 
of emulation, and ſimilar in thoſe diſtreſſes which are the inſepa- 
rable concomitaats of modern ambition, debts and taxes. 

As long as the conſtitution of the two governments ſhall ſtand as 
at preſent, Britain will conſtantly have the advantage in borrow- 
ing: France will have it in paying off her debts. It is this contraſt 
which engages me to enter into the following detail. I confider it not 
only as a piece of hiſtorical curioſity, but as a ſubject of profound 
reflection, from which much inſtruction may be gathered. 

The fate of kingly power was decided, both in Britain and in 
France, much about the ſame time. In France, it was ſupported 
by Cardinal de Richlicu ; in Britain, it was broken to pieces under 
Charles I. 

Before that time there was no fixed form of government eſta— 
bliſhed in either country; nor can ever a regular conſtitution take 
place any where, until the mechaniſm of a ſtate becomes ſo com- 
plex as to render changes extremely difficult. This is becoming 
the caſe more and more every day; and upon this and nothing elſe 
will depend the ſtability of our preſent forms. 
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let us now take 4 view dg wle Ahfhmentg Wfd 5 r. 
dellvered in writing by himſelf, im his political teſtament ; "rhe 
aurhority of which wou) never have been called in queſtion, had 
the matter it contains been properly attended to, and well under- 
Noll! iter ee RN 
Ar ib in the ch paragraph of the gth chapter of the teſta ment 
where the Cardinal ſhews his bility in paying off the debts of 
France: and in going through the ſubject, he caſually has thrown 
out ſeveral things, which enable us to form a judgment of "the 
ſlate of taxes, and of the "_ 272 were found to * in his 
TY it Whore 9 . 
— 18 3 ":ſays he, * to . that a prince 12 no 
right to draw money from his ſubjects, and that he ought to con- 
tent himſalf with the paſſeſſian of their. hearts. None, however, 
but flatterers, the peſi of ſocietx, can maintain, that he may 
« draw. from them, juſtiy, whatever he thinks fit ; 5 * 
* right extends, in this particular, as far as his will.“ 

The taxes, f France at this time had been augmentad Fo — 
heir due proportion and this had produced many ſlrange and 
contradiRory, phænomena; which, as we ſhall, now fee, miſled, the 
Cardinal in many reſpects: becauſe his experience was nos ſufli- 
cient to diſcover the cauſes. of them. 

8 The augmentation, of. impoſitions on the peaple,” ſays, he, 
does the bing /e nuch hurt. by raiſing prices, as to campenſate all 
hg can gain If we ſuppoſe that the King gained, by the, aug- 
mentation; chat is. to. ſay, mat. che tax, when, increaſed, really pro- 
duced, more than. before, and raiſed prices praportignally,; then the 
King could only loſe his proportional part, but never; the Whole. 
It the tax, by being, augmented, produced leſs than before, which 
Was the caſe attcn, then he loſt by, a diminution upae his income, 
not hx che riſe, of prices. But this was not the caſg bucauſe de- 
bean. of, that kind could no- eee upon. his 
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by aſſignments upon the taxes; and then, no doubt, the higher 
they were raiſed, and the more difficult to recover, the dener 
every undertaking would coſt the King. | 
This reaſoning upon the effe& of taxes ſhews, that at that time 

the doctrine of them was not well underſtood. No wonder: theory 
is not ſufhcient to lay open political conſequences, even to the 
greateſt genius. All our information as to theſe matters ariſes 
from experience, and all our inſtruction from our attention 1 
reflection. 

As a proof of this, he mentions, almoſt in the ſame place, an 
effect of the increaſe of taxes, which is quite contrary to the 
former. Id 

« Conſumption,” ſays he, © diminiſhes, as taxes augment.” 

This is a contingent, but not a neceſſary conſequence, as we 
have ſeen, and has the effect of lowering prices. 

I mention theſe particulars, only to ſhew how little this great 
man had ſtudied the principles of taxation, or combined the cauſes 
of thoſe phænomena which he ſaw ariſing from them. 


Such contrary effects could not fail to be felt, when taxes were 
mixed in the manner uſual at that time, and when no method was 
contrived for augmenting the currency. 

In Richlicu's time the cuſtom was to treat with the parti/ans, as 
they were called, or undertakers for the farm of taxes ; and for a 
ſum of money, valued at a certain intereſt, to give them a right to 
levy certain impoſitions on the people, eſteemed equivalent to the 
rate agreed upon ; ſome in one province, ſome in another, as the 
parties could agree. Then the partiſans fell to work with the 
people, and committed the moſt horrid extortions. In the 4th F. 
of his 4th chapter, he ſays, © The abuſe is carried ſuch a length, 
nas to be quite inſupportable, and muſt end in the ruin of the 
* ſtate ; the people are plundered, not taxed ; fortunes are made by 
* rapine, not induftry : ufing the partiſans like ſpunges 1s very 
«juſt; but liable, on the other hand, to great abuſe, when not 
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conducted with moderation and juſtice. This is a very different 
ſyſtem of taxation from that carried on in England in Davenant's 


time, and muſt have produced effects very diſſimilar. 


But it may be aſked, if theſe partiſans in France had bound 
out means of raiſing money, far beyond the King's intention; 
what prevented the Cardinal from examining into ſuch means, and 
uſing them in a gentle and equitable manner, to the: extent only of 
ſatisfying the, creditors for the money borrowed from them ?. 

In thoſe days ſeveral diſfulties occurred. which e 
expedient impracticable. 

Imo, The partiſans would lend in no other way; Aer ee 
have nothing to do with the King as a debior: his credit was not 
well eſtabliſhed ; and by having the direct adminiſtration of _ 
they conſidered themſelves as more ſecure. x 

2do, Had the King levied the money on the ks, and bien 


paymaſter to the creditors himſelf, there would have been no gains 


to the partiſans but what were ſtipulated : had they exacted more. 


than legal intereſt, they expoſed themſelves to great danger ; and 


conſequently would not lend. So, by delivering up the people to 
be plundered, the King made a better bargain, he thought, than 


any other way; and if the partiſans plundered the people, the 
Cardinal plundered them in his turn. 


3tio, At this time there were not, as now, merchants of . 
credit, and fair character, who ſerve as interpoſed perſons for the 
whole money'd intereſt in Europe, and who can fill a ſubſcription 
tor millions with a ſingle name; 

The artiſans themſelves, as the Cardinal obſerves, had often 
neither money or credit at ſetting out: but by parcelling their un- 
dertaking into many hands, they got together what was neceſſary. 
Thus the ſubaltern aſſociates were in a moment, like locuſts, ſpreacl 
over the whole face of the country, and plundering went on in. 
every quarter. E 

This re preſents : a quite diſſerent ſy dem of credit from whada we 
te eflabliſhed, even in France, at preſent; z W here the nn 
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are ill loudly complained of,” though' much more than tliey de. 
ſerve. "The mode of raifing the taxes is now moſt exactly ſpeci- 
fied by the King ; and nothing more can be exacted tlian accord- 
ing to the plan laid down; but in every caſe ſevere penalties are 
impoſed upon frauds, and when levied, are accounted for to the 
farmers; but when compotnded for under hand, unk into BF 
vate men's pockets. | 

In a country where taxes are rightly Ntabithied,” indutrious 

people have no occaſion to indemnify themſelves by fraud for tlie 
taxes they pay; they have a more certain method of being re- 
funded. This ſhall be explained in its proper place. | 

By this method of oppreſſion in the Cardinal's time, a great part 
of the odium was removed from the King, and caſt upon the 
partiſans. The people reſembled a dog who bites the” ſtick with 
which he has been firuck, inſtead of biting him who holds it. 

. 1 have 


Thus were taxes eſtabliſhed 3 in 3 in ſpight of * averGon of that na - 
tion to them. The exigencies of the ſtate were apparent; Princes were conſidered as 
under an abſolute neceſſity to find money at any rate; they appeared to be in the 
hands of unrelenting uſurers, who became the execration of the people, to whole , 
fury they were ſometimes delivered over, when ſtripped of their wealth : the people 
were now and then relieved of a part of their burthen ; the tax remained under milder 
management ; formed an addition to the eg re ne ſerved as a fund ey fu 
ture emergencies. 

But the nature of man is ſuch, dnt more he grows in wealth, the more the de- 
ſire of ſpending it increaſes. Thus the fund provided for unforeſeen emergencies, is 
inſenſibly incorporated with that which is e for the current ſervice of the 
ſtate. 

Nothing however is more certain than that in time of war, far greater lum are 

required than any people can pay, without contracting debts. 

Is it not then indiſpenſibly neceſſary, either, imo, To have a ſum locked up in 
treaſure ? Or, 2do, A fund appropriated, to borrow upon in time of war, which may | 
ſerve to pay off the debts in time of peace? Or, 3/io, To borrow upon the fipula- 
tion of att annnal payment, which! hs, i a celtain r of years, Acquit both, 
intereſt and prineipa !?); | 
.Bbb 2: Th he 
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I have now ſaid enough to point out the method of borrowing 
money in France at this time, from which che nature of * ode 
i rity may eaſily be gathered. } 211] 11g © (1211 VIL1 

The Cardinal, upon the ſuppoſition, of an ee eee 
enters into the plan of paying off hat had been contracted., He 
was reſolved to preſęrve credit; for even at that time, the conſe- 
quence of chat great engine was ſufficiently felt by this e 
to relieve the people, and to get rid of the debts. | 

After a long detail of all the branches of tha xevenue, beten 
ſhewing how they might be improved, he dra vis out a Seer ſtate 
of them, and of the debts affecting them; and then adds, The: 
total revenue of the kingdom amounts to near 89 millions! 
(the ſilver Bl then at 27 liyres 19 ſols the marc, fine, which, ya- 
lued at 2 1.4% Aerling, makes che 80 millions North above 6 mil 
lions fterling) * „of Which there is above 45, millions engaged for 
* the debts, By 300d. management I pretend that, this immenſe 
« load of debts, which ſeems to be the ruin of the King, ſhall 
turn oui to hig eaſe and apylence,.. Some-imagine it would be a 
„right meaſure go, free the ſiaie entirely of her burthen, (a ge- 
« neral ſpunge) but as ſhe cannot, certainly, ſupport all the bur- 
then, ſo neither does reaſon dictate. that ſhe ſhould be entirely 
« ſet free.” No , moderp, ſtateſman could form a better, judgment 
of things. The Cardinal's ideas are juſt and profound; and it is 
aſtoniſhing how a man uninſtructed by our — _ 
ſo far 1049.remgte conſequences. | 

Ie next lays; down diſſerent . for paying * — Fang 
the return of peace and tranquillity. They are all arbitrary, more 
or leſs, according to the ſtandard of Engliſh ideas of credit. But 
if on abſtract from one expedient lately diſcovered, 20 wit, the di- 

niſhing t the intereſt, and allowing the capitals to remain, I doubt 

ibs kirk is che plan of the King of bruſg n; the ſecond thut of England: the third | 
is, in o got meaſyre, chat of France ! Halland borrows i no me and pays as ſhe 
can Nhat iN owey So gin lives on her i a Aviida cooldined lathe old way! 
ul very . without credit, and conſequentiy without much debt. f 

v 
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i5 any modern Rated WAIE Ace N wy” ther thatr thoſe 
which che Cardinal av profoſegio1! 911 eig; 16 920671 fu nom 


A preliminary ftep to all his ſchemes" Was; Wan aft of order, 
to reduce the debts which bore u Higher intereſt, to tliat of the 
16 permy, or to a little more chan 6 per cent. This method 'of 
reduction has conſtantly been and is fill practiſed in France. 


hen he propaſes to enter into an atcount with the creditors e | 


the ſums they had received; and to confider whatever they hat'0b- 
tained above the legal intereſt; /as payments in part of the capital. 

his ſcheme however he rejects, upon examination. e fays it 
is a greeable to equity; but that it would have the effect of totally 
deſtroying all credit for the future. 

The ſecond expedient was, to reimburſe the ' creditors the ſums 
which they really paid for the annuities affigned'ts them: but that 
he found impoſſible to verify becauſt they had had the addreſs to 


ſpecify, in their contracts, ſums far exteedihg what they really 


paid. For this reaſon he rejects the ſecond” expedichit alfo; and 
adopty a third, as the beſt" plan of any for paying off the debts. 
This was; to value che capitals at What they then ſol for in the 
market, before the peace 'was'concliidea,”' 

+ This method appeared to the Cardiial the 'moſt' equitable; at 
leaſt he ſays ſo, and the only one practicable; but in my opinion 
it was the moſt arbitrary of the three 3 the moſt liable to abuſe, 
and the moſt oppoſite to the principles of publie credit, as at pre- 
ſent eſtabliſned: and yet it is a thought, Which, When conducted 
with juſtice; may upon ſome 6crafions anfwer creo purpoſes. 
a5 I ſhall obſerve in à proper place. 3 


Had he adopted the firſt Aale mentg er Modding the value of 


te real advance, there was un appearance of juſtice; becauſe the 


creditors -were thereby repreferced” as uſurers; and by repaying 
them what they had advaneed; by the enjoyment of an income 
above the legal intereſt, he treated them ]] more indutgence 


than 1 — between Fe perſons but when money 
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was;baxrowed im time of War a higher intbreſt ſhould hiave been 
allowed for it than in time of peace, when it Was to be paid off; 
and. therefore to take the ſtandard of peace, in reckoning — 
the creditors - Who had lent „. eee an evident 1 
quſtice. r 8 ni 0 bf 20 0) 2697 HO AL = . 
Could he, according to pads ſecond ſcheme, have diſcovered ex- 
actly the ſums which had been paid for the annuities given, and 
offered reimburſements upon that footing, leſs could have been 
ſaid againſt it; becauſe the mentioning more in the contract than 
what had been paid, was a palpable fraud againſt the King. 
The third method, Which the Cardinal approves of, contains 
this piece of great injuſtice, that the antient creditors of the ſtate 
who had paid 12 years purchaſe for their contracts, that is, thoſe 
who had lent at about 8 per cent. might by this ſcheme be paid off 
with one half of what they originally paid. If it be anſwered, 
that nothing is worth more than what it can bring; I anſwer; that 
it may be worth more than what it can bring at a particular time. 
During a war, an annuity which had been bought at 12 years pur- 
chaſe in time of peace, will fall to five, providing annuities can 
then be bought at that rate. The new loans conſtantly regulate 
the value of the ald capitals; but upon a return 8 peace, they 
will riſe to the original value. | 
Another injuſtice here was, that a miniſter, 10 eee 
at a very high intereſt, at a time he wanted to ſet a value on the 
capitals, might ſink this value. And, in the third place, the 
greateſt injuſtice of all conſiſted in this, that the Cardinal had no 
thoughts of any reimburſement, as we ſhall ſee by what follows. 
There was, at this time, one claſs of annuities conſtituted at 
8 per cent. Theſe he propoſed to reduce to 6 per cent. as above, by 
his preliminary operation. Such annuities ſold at that time for 
five years purchaſe. Theſe, ſays: the Cardinal, we muſt fix at that 
value ; and by allowing the proprietors to enjoy them for 7 years, 
the Sy and intereſt will be paid off,» 1 6 YO 


Other 


Cray: V. OF POEITICADC OECONOMT. 377 


Other annuities conſtituted upon the vaille fold for ſix years pur- 
chaſe, which, by the ſame rule, were to be paid off in 8 f years. 

The annuities and other debts charged at this time upon the 
taille alone, amounted to 26 millions a year; and by this OY 
the whole was to be paid off in 8 + years: 

Beſides. theſe; there were engagements upon otlier bande 
of the revenue, which ſold at different prices. All were to be ſet 
upon a proportional footing. The annuities which ſold the deareſt, 
were at 7.4. years purchaſe, Which were to be paid in 111 years. 

Thus, by the Cardinal's ſcheme, the debts of France, which at 
this time bore an intereſt of about 45 millions, were entirely to be 
paid off, in about 12 years, without any new impoſition; and 
when cha: was concluded, the lands were to be diſcharged of 26 
millions of yearly taille; near two millions ſterting, and the King 
was to have a clear revenue of $53 millions, or about 4 millions of 
our money; which with the 26 millions taken off the taille, make 
79 millions; the total amount of the French revenue at that times. 

Iſhall now point out the characteriſtic differences between the 
principles upon which the credit of England and France were eſta- 
bliſhed, at the two periods of which we have been ſpeaking. 

Had two ſuch writers as Davenant and Richlieu been tobe met 
with in the ſame age, and at a time when England and France 
were engaged in contracting debts; the contraſt would liave been 
ſtronger; but as it is, it ſuits our purpoſe. Te debts contracted in 
France from 1708, when credit fell, to the end of the war in 
1714, were in conſequence of rapine and extortion, as in Rich- 
lieu's. time > and the operations upon them, after the peace of 
Utrecht, reſemble thote of Richlieu in ſome very material'circum.- 
ſtances. Such as, 10, That all the debts were then, hy an act of 
power, put at 4 per cent; without any regard to the original ſtipu- 
lations. 2%, Ihat what the Cardinal deſpaired of accomplifiing, 
the Regent undertook, and executed, at à great experce to the 
Ning, and with great injuſtice to many individu uss. 

a He 
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He ieſtablimedb d coramifiion: called Ahe. in ionamin the 
. 49,698; milbas His intemien 
Was, io diſcever the leſſictive furs whichihad been paid fort the 
grounds of debt. The mot frraunablecclefits:off: theſe debts con- 
ſifted in arrears; of pay to che am. imderpaties for pillage, and 
dhe like, conſtituted hy notes afluetl :from the office: (called: ae 
entraardinaire den ruentes,, MWhich were diminiſhed 35 the ſecond 
{claſs was: diminiſhed r the. third claſa 3 and the daft: of mall, 
ſums due to hrokera, uſurers, &. were diminiſhed g. Sail 
„ut alas! there was nat the leaſt ſnadow of juſtioe in this opera- 
tion; becauſe lung before the ui was eſiablithed, / moſt oi the 
grounds of thoſe dabta had circulated. from hand t hand. under 
the greateſt diſovedici: ſo ihat the real fufferers were then beyond 
che reach of tha andempiy offered and the uſurers and brokers 
Who had bought chem ug; were thoſe O made fortunes by them. 
The Cardinal's plan of paying at the ſelling price, would have 
proved, in ibis ptr (oular naja, more rational, and more according to 
equity, than any other: ſqigready do cireuwiſtances influence our 
geeiſions in all political matter 4 | 

By the via, the q millions, Were, reduced to 250 millions, agd 
Put at 4 per cent. like all the other debts. No plan was propoſed. at 
firſt for paying off the capitals; but a ſum was appropriated, though 
very ill paid, for diſcharging the intereſt. We have, diſcuſſed ſuf- 
ficiently the famous operations of the Miſſiſippi ; by which an at- 
tempt was made to throw the whole national debt on Q the company 
of. the Indies; and we have ſeen bow it ſucceeded. | 

| The,;diſtance, therefore, of Richlicu's time, fn 8 8. 
— veny little deception in comparing the principles of 
French and Engliſh credit: and when we come to ęxamine the pre- 
ſent ſtate of that queſtion, I am afraid we ſhall find, in France, 
cnough of. the old ſyſtem Kill gemaining,, to verify my obſervation, 
hat the French, have the, advantage in, paying their debes.; the 
Englith, ia contracting them; i Whegg/zhe balance, of made 
way lie, will be the ſubject of more ſpeculation. 

| 22 1 (The 
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- The Gt 'eential, düfferen e' it finch beteevn tho obdic of France 
and that of England, in the two periods we are confideririg} relates 
to the coin. In the firſt e value of it had been very well, pre- 
ſerved: no conſiderable: altenation had been made upon % from 
1602. w0 16; that the -Cardinab raifed the denomination of the 
marc of fine ſilver from A2 Irres to 25 livres 10 ſols, as has been 
ſaid. Whereas from the revolution, until the eſtabliſiment of the 
bank in 1695, the coin had ſuffered in England a debaſement, from 
clipping, of near 50 per cent. This. circumſtance, more than any 
other, affected the credit of England, and increaſed the expenhce 
of King William's war. In Richlieu's time, circulation and trade 
had made more progreſs in France than in England at the time 
Davenant lived. The revenue left by Henry the Fourth was double 
to that of England at the revolution: and in general, the income 
of the Kings of France had far exceeded that of the Kings of 
England, for many reigns before that of the great Henry. Bor- 
rowing-alſo, upon a fined and permanent intereſt, ** born-hnown 
in France-fo far back us Francis the Fürſt. i pe 
That Prince was the firſt, I find, eee 
debt, at perpetual intereſt, upon the town. houſe of Paris, at about 
8 per cent. when the legal intereſt in e en nn 
rary Henry the Eighth, was 10 per cent. 4 
The predeceffor of Francis, Louis ll wm of Zrofs' revenue; 
charged with his debts, which eat up near one half, above 
2,500,000 J. ſterling. Dutot, Reflex. Pol. Vol. I. p. 204. Francis L 
left to his ſucceſſor in 1546, a groſs revenue of 2,685, 314 f. ſterling, 
and of nett income 2,28), 999 J. according to Dutot and M. de gulli. 
Under Henry H. and Francis I. the groſs revenue ſtood at about 
25618, 000 fl. ſterling. 51705 % nile bunt uh tili gal be dan 
Under Charles the IX ch, T have not been able to diſcover any 
thing which enn de relied upon: but his ſucceſſor Henry III. ae» 
cording te gulli, Had, in 158, 4 revenue of 3,250,000 J. fterling; 
and left only about 16 millions of livres of debt, which wus no 
great ſum. titsluονοqi mom 101351907 arts d Um ai FEI 
VOL. II. Ccc | To 
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gie Heney IV. fuccheded'y andy the on fit u wawes- 
:vied''a plication ef his great Huter : de gulli, it was \raifed ao 
above fu mliehs flerling, at the beginning of the reign of Louis 

HI. This revenue, by his wars and enpences was left:greatly 
incumberediʒ but fill the taxes were eſtabliſhed which brought it 
in y ank -f6-early' in the reign of this! faccefior: Louis MN. abe 
Fear +684) hid revenue extended to no leſs than 18, 514 7. ſterling, 
A dteerding te Dutet. Reflex. Poll vol. III p. 256 f 0 
Let any man, acquainted in the leaſt with the hiſtory of Rng- 
Jane exzritine the fed revenue there, under Henry VII tand uIII. 
Toward Mary, and ERzabeth, and their ſueceſſors, down to the 
revolution; and they will evidently ſee the great diſpropovtion uf 
wealth; proceeding from taxes; in the one and the other kingdom. 
rom theſe fałts I conclade, that debts und taxes in France were 
much more familiarty Known i in RichHeu's time, — 
<ould'be in En wien Davenant wrote. 1 
r rublie credit had long grown up in that kingdom, W the 
hard influence of regal power: whereas in this it had ſprung 
wp lately, wucger the protecksön of — ee * are au- 
thority. Lenne 9ffr to 100 

' 'To that cauſe I aferibe the difference we 00 bergen ne 
ciples of "Engliſh and French credit; and to an effect fimitar to the 
cauſe Fafcribe the gigantic ſteps by which Britain has outſtripped 
her powerful rival in 001g ARE Tanga of her Oy avs the be- 

ginning of this century. "ee: 

"It is folly to prophecy, 1 . davi may de allowed to con- 
jeckure, that the ſame cauſes which have raiſed the credit of this 
nation to ſuch an amazing height, will either force e French 
from their old 3 or r they wall ne time * m * 
her credit in the duſt. , tr 7 1 
Had one half of te acts or 1 which 
have been ſo Familiar in _— had half the liberties been taken, 
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4 i eren 
heſe ſe ſums are all converted into ferling, * ing de =; the value of the French 
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ue at the Arent periods acre m ncioned. 
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i tumpeg with this cane of) adedicars , tn apt y 
wuld lomę ere inow have betm thie: conſequence 4 hut dev; Bumi 
credirs young; and hay es cendery reared; - In France 16! 39 
old, and has been-accutborned for may. ages; % rougher uſage. 
But exanrpùæ works widdderful effegs, eſpeciaby hen nations live 
together in this great European ſociety; -and.the advamages of a 
ſecurity to be depended on will every day more and more engage 
the money d intereſt to prefer this to any violent and precarious 
probes. viottid oft rig eo Sis mn; being 6 gr ut 190 

How nitely:dors not Davenunt employ paliticalarichmeris, in 
order to make true eſtimates, of the taxes to be impoſed, and 
appropriated for term of y, for extinguiſhing principal 
and intereſt? How exactly has not the account, between the ſtate 
and te ban been carried om from i 6994 to die dy 2) Nom fa 
fully have nat ' at} parliamentary ngagenenty; deen obſerted 
When, in #749 2 moſt natural operation was pd red, to red 
cke inteneſt of the dea of Great Irnain, by gentle fes, from! 
4 to 3 per cent. what an outery did it not make, although an altes 
native'was left. w the ered hort, ener to receive am ac reim- 
burſement, or to accept of the new terms? The credit of Great 
Britain muſt have appeared to France in the light of a pettiſh child, 
educated in the houſe of a too indulgent parent: her on is not 
treated with ſuch gentlenefs ; and when, our money jobbers try 
their, hand at Paris, and meet with diſappointments from uner- 
pected acts of council; to prevent the laugh going againſt them, 
for truſting to the credit of France, they turn it off by a jeſt, and 
pretend that they were only playing as at the ee s, or in 
Change-Alley. 15645 4 AT 26; eme un chen Lot) 

In a word, W totally ruin the credit of — hone 
not equally affect that of France. An act of power there, no 
doubt, throws a damp upon it for à time; and if that act of power 
takes place at a critical juncture, it, may coſt hex very dear as it 
has lately coſt her the continent of North merica; which, I * 
was ſold for 32 millions, withheld from er creditors, tor a 
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umdin che end f 175g But this ast of power. and many ptheys 
ſinca, have nat ruined the credit of France: many truſt her ſtill: 
only thoſe bo nurqhtaſe in her funds, at preſent, take about 2 per 
. ff from their imtereſt, aa a premium for the inſurance of her 
gouch faith, until ſhe recovers her mercantile reputation 
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E have, in a preceadiagrhagter,: given » general vie of the 

ſtate; public credit in England, at the end of the laſt gen- 
rury. In this, 1 ſhall briefly run through the moſt remarkable revo- 
lutions, botht 3 in ſentiments anid events, which have ſucceeded lince 
— 

At the revolution the revenue of England was about two millions 
ſterling, affected by two debts. The firſt was called the bankers 
debt, contracted by Charles I. and, by letters patent, charged upon 
his hereditary exciſe, to the amount of upwards of 1 300 ooo J. 
This debt was reduced to one half, in the laſt years of King William, 
and put at 6 per cent. perpetual annuity, to commence from 1706. 
The other was a debt of 60,000 /. due to that Prince's ſervants, ne- 
glected to be paid by his fucceſior, * m m_ the. revo- 
bution 1 09909 bn 9 | {l: 

At the ꝓeace of Ryſwick, the tw debt eee 
ao milhons. The branches of taxes fubſiſting at the revolution, and 
eonminued till then, produced no more than about 800, oo .. but 


* Kent inveſſed in the French funds, "anno £766, "will bring the purchiſer 6 per 
cent. This  configer as 4 per, cent. for the interel?, and 2 per cent. premium for tlc 
riſk ; and \ were ſhe now 0 borrow apy confderable ü f th ſuppoſe the inſurance would 
. proportion. 
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byatditend fates land hHhieriowsf Ky William thewhoee 


reveh us exerded ts g e hofythitidbduriont mln t 
ceaſe before 3500, as hag beerbfaid. 1-This rediccudithe rev at 
at the revoImtionopuratmhionifwededatt the intereſt of te nas 
tional debt then ſubfiſting, and the expence of the civil liſt, we ſhall 
diſcover the extent of the funds prepared for engaging in the war 
with France; and then by comparing the ſtate of the nation at her 
ſucceſſion, with what it was at her death, we ſhall form a general 
notion of the progreſs of credit, debtsland)taxes in England during 
that period. 
the revenue of ghd ur eh neon oe Quoem nude ay be 
lated at about — 2 272 008 
he debts fubfiting on che 9 s n vst A . 
der tor, Were bn it 20 der U DD 780915)! 
pan which 2} \ the a 4 9 interefl refl Nn arme. al Mot 
Queen SEE dil like lit 1979 DOG 221 m8 au fl 0 00 — 
Which two ſums amoumingtb!o 51905154 977 noi , 
Being deduRted from the reveiie, there will remain” | cs 
for the current ſervice of the ſtate bo tun mee 835 
What the exact amount of the revenue of England was at the 
death of the Queen I cannot juſtly: ſay. But as it hay be compre 
hended under the three general branches of cuſtoms, exciſes; and 
other inland duties, we may form a gueſs at it, though n 
I allow, from the number of articles in acc 2 
At her acceſſion, the cuſtoms comprehended fifreen articles at 
lier death; they amounted to thirty- even: at her acceſſion, the ex- 
ciſes comprehended ten articles; at her death; they amounted to 
twenty-ſeven: at her acceſſion, the other inland duties comprehended 
eight articles; at her death, they amounted to ſixteen, including 


. 


kde Queen got from parliamene, 700,0001. for her vil Hl; but ſhe imme: 
duuely ordered 55597 40 br 2 A paid io ie uſes of de wi. 
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on from year to year” 199MvYEsq On W19391 uνꝓοẽj £9192 su ut 
t her acceſſion the public debts; amounted (as above) to near 
even millions, at her death they enceeded fifty million. 
nn fourteen years, from the revolution to her acceſſiom, the m 
ney granted hy parliament, partly raifed on the ſubject, and partly 
borrowed; or taken credit for, according to the euſtom of the times, 
amounteil to above fifty - five milhions. During the 13 years of 
Queen Anne, the money granted by parhament raiſed on the ſub. 
ject, or borrowed as above, amounted to upwards. of 80 nullicns. 
By this general ſketch I do not mean to enter into exact details: 
facts muſt be ſought for in books. which treat of facts; our chief 
chiect is to examine the principles upon which the public credit 
was ſupported, let the-exa& ſum of money raiſed: be hat it will. 
he expences af the French war firſt engaged the, nation o ver 
vive thoſe taxes which had been ſuppreſſed; and to impoſe many 
others for a eonſiderable number of years, in proportion to the mo- 
ney borrowed n them, ee to the aber u of the former 
reign. i151 fis Hd b. Ir | t 57. 
In 1502, dazed modes de: renment . money 25 
per cent. It continued ſo till 1704, when ſome. loans. began to be 
made at 6 per cent. and at this. rate it ſtood. during the wa. 

Aut in 1206, the exigencies of government were far greater than 
what all the money io be borrowed, or raiſed on. cha ſubject, could 
ſupply. This opened a door to the abuſe. of paying the growing. 
deficiencies upon the taxes with exchequer bills, chargeable on diſ- 
tant funds. Thefe full conſtantly to great diſcount; and the un- 
happy ſervants ob the Rate, who received them. in. payment, were 
abliged to diſpoſe of them to people e. wait for an uſurious 
reimburſement: by parliament. 

When choſe exchequer bille had once got into the hands of the 
monied people, they had intereſt with government to engage the 
bank to circulate them at 6 per cent. intereſt: but. as the funds upon 
which they Were ſeeured happened at chat time, 106, to. be en, 

vnn | 4 gaged 


3 
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'gaged. for diſcharging debts: previoully-cantrafted;ithe balk, dur 
ing that interval, could receive no payment ot chis intereſtof b ger 
cent, io the expedient fallen upon. was to pay the bank campound 
intereſt for all the talliea and bills they were ta diſcounty until ci 
funds appropriated ſhould be reliev ed. nf 


This expedient; bad as it vas, and burdenſotna to che ſtate in the 


higheſt degree, proved of inſinite -fervice, both in eſtabliſhing the 
credit of 2 — H THEN 00 
in chem. tte YO einem von SIT Ame 179 
This 3 was 1 thoſe banks of circulation 
upon mortgage. The bank: of England was here employed in con- 
verting into money exchequer bills, fecured upon che faith of go: 
vernment. Banks upon mortgage convert into money the property 
of individuals, upon private ſecurity. Had, chereſore, banks upon 
mortgage been eſtabliſhed in Bagland ar this time, all choſe who 
had property would have got credits from them, and would have 
been enabled thereby to pay their taxes, and carry om their induſtry, 
without diminiſning their conſumption.” The exchequer would then 
have had no occaſion to iſſue diſcredited bills and tallies for making 
up deficiencies ; becauſe taxes would have been productive, and 
the tate would have been relieved of this exceſſive burden of 
intereſt at 6 per cent. accumulated quarterly in favour of che bank. 
What extraordinary profit maſt have accrued to the bank by this 
operation, every one muſt perceive. They were not here procuring 
funds to lend at a great expence ; all they did was to augment the 
quantity of their paper upon government ſecurity; which they 
knew well would be fuſpended in the common circle of payments 
within the country; and the public borrowings were ſufficient 
furniſh eredie for the ſums ſent out of the eountry. In this view 
we may conclude, that almoſt the whole accumulated intereſt paid, 
was pure profit to wan. 2 a greut augmentation of the na- 
tional debt, I Jails 5 1e e, HOOD Domo 
| This operation of th hunts a 1706, did nor prevent ſubſoquent 
3 in the payment of the navy, army, ordnance; and of 
d \ many 
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many other articles. In 1710, they. amounted to above nine mil- 


lions ſterling. This was too great a ſum to be borrowed; and the 


bank durſt not venture to diſcount more than what domeſtic circu- 
lation could ſuſpend: ſo that Her this great debt had circulated 
upon the diſcredited obligations which had been iſſued for it, and 
in that way had fallen again into the hands of monied people, at 
30 and 40 per cent. below par, the new proprietors of it were all in- 
corporated into one great company, with a governor and directors, 
who got 6 per cent. for the whole capital, with ee 
8000 l. a year for charges of management. 

Thus all the real creditors for theſe deficiencies lo the diſcount; 
the monied people gained it, and the public paid for all. 
When credit is in this languid ſtate, every expence of government 
riſes in proportion to the diſcredit of the paper with which they 
pay, till at laſt the whole ſum, with intereſt, accumulation, and 
expence, falls upon the ſtate, as if every farthing of it had been 
frugally expended in ready money. R 

his is a general view of the ſtate of credit in Queen oak 8 rein. 

Government had not, as in the former war, the inconveniences 


flowing from the diſorder in the coin to combat with. Theſe contri- 


buted more than any other circumſtance, to raiſe the capital of the 
debts at the peace of Ryſwick. Circulation, too, was, conſiderably 
augmented, in conſequence of the increaſe of taxes, public debts, 
and the operation of the bank in circulating exchequer bills and 
tallies. Yet money was ſtill ſcarce, in compariſon of what it might 
have been, had proper methods been contrived to preſerve it n 

a level with the occaſions for it. 8 
The incorporation, alſo, of nine millions api in the bands of a 
corporation, which afterwards, was called the South Sea Company, 
was an aſſiſtance to public credit, by increaſing a monied intereſt, the 
principal view of which was to fill the government loans, on the 
lucrative conditions offered for them. And laſt of all, the ſtrictly 
adhering to the public faith, of engagements, without ſecking, 
by acts of power, to indemnify the ſtate for the loſſes it had been 
obliged 
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obliged to ingur x ere ger 
ſolid baſis of national credit: for the: future nn tt - 

Althaugh the many additional —_—— eee 
did not increaſe it in any proportion to the load laid upon the.fubs 
ject during this war, tliey ſerved, however, as a good foundation 
for improvement, as ſoon as the effects of peace reſtored them to 
their full production. But the charges laid upon them having be- 
come every year greater, government was obliged to engage certain 
funds for thirty two years to come, and ſometimes longer; and 
many branches of taxes, which formerly had been granted for 
ſhort terms, were then made perpetual. After the peace of 
Utrecht, the expences of the ſtate were greatly diminiſhed, and 
money began to regorge: ſo that in the year 1716, the firſt foun- 
dation of the ſinking fund was laid, by opening a ſubſcription for 

paying off about ten or eleven millions ſterling, at that time, 
charged upon ſeveral branches of taxes, the tees of ee 

amounted annually to 724 849 l. ſterling. 
The proprietors of theſe debts were allowed to ſubſeribe into this 
new fund, at an intereſt of 5 per cent. redeemable by parliament: 
and in caſe the whole ſubſcription ſhonld not fill at that rate, the 
bank and South Sea company became bound to make it up, upon 
receiving 2 like annuity in proportion to their ſubſcriptions. 

The bankers debt, of which we have ſpoken, the only public 
debt owing at the revolution, made ner thoſe which were to be 
ſubſcribed for. 

The taxes which had been appropriated for the iſcharge of choſe 
capitals, from temporary, were made perpetual ; with a clauſe 
added, that when the ſurplus of the fund, after payment of intereſt, 
had diſcharged the capitals of all the national debt due the 25th of 
December in that year, the whole produce of the fund net pen, 
remain at the diſpoſal of parliament. 

After this firſt operation in reducing the intereſt, the bank was 
ſatisfied with a reduction to 5 per cent. of that paid” to them; and 

arr on | w OED YQ u they 
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they began to circulate Sedus 05 at a more moderate intereſt 
than formerly. . 
Public credit was now 1 gaining 5 10 1719, he South 
Sea company, whoſe capital was then ſwelled to eleven millions at 
'5 per cent. with a ſum of 9397 l. ſterling for the expence of manage- 
ment, enlarged their views; and finding great profits to ariſe from 
ſuch a fund under one adminiſtration, formed a project of ac- 
quiring a large ſum of the public debts, which remained outſtand- 
ing upon the original funds appropriated for them. 


For this purpoſe they propoſed to government to acquire, 1. The 
property of above 16 millions of redeemable debts, bearing then 
4 and 5 per cent. intereſt; and to reduce the whole to 4 per cent. at 
midſummer 1727. 2. To acquire a ſum of 79400017. of an- 

nuities upon lives, and for long terms, as they ſhould agree with 
the proprietors,” at 5 per cent. upon the purchaſe-money, until 
1727; and at 4 per cent. afterwards. Annuities were then valued at 
fourtcen and twenty years purchaſe, according to their length: 
they roſe, however, during the operations of the South Sea, to 25 
and 3o years purchaſe. 3. They were to have a ſum added to their 
former allowance for the charge of management, in proportion 
10 this augmentation of their ſtock. 4. That for the advantage 
which might follow upon this agreement with government, they 
were to pay into the exchequer above ſeven millions ſterling, to- 
ward diſcharging other national debts outſtanding. And in the laft 
place, they engaged to circulate a conſiderable ſum of exchequer 
bills, and to pay the intereſt of 2 pence per cent. per diem, which 
ſhould grow upon them during ſeven years * 1 


From 
| * Afﬀeer the long and particular account J have given of the Miſſiſippi, I ſhall not 


enter into a like detail, concerning a ſcheme which proceeded upon the very fame prin- 


eiples ; to wit, the artifi.ial raiſing the value of a flock, by promiſing RY out 
of ſunds which were nowiſe N to them. 


I ſhall 
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From the operations we have been deſcribing, we perceive, that 
the point of view in England, from the peace of Utrecht, has always 
been; to reduce the intereſt of the national debt; but never to leave 


in the hands of the creditors, any part of the ſavings made, in order 
* | Sod by. | to 


I ſhall therefore, in a very few words, compare ſome of the operations of the South 
Sea ſcheme, with thoſe of the Miſſifippi z and in doing ic, point out the principal dif- 
ferences between them, | 

The great profits upon the Miſſiſippi were expected from the intereſt paid by govern- 
ment for the great loan, the farms of the revenue, and the profits upon their trade. 

Thoſe of the South Sea were, at ſetting out, 1. The profits upon their trade: 2. 
The allowance made them: 3. The difference of receiving 5 per cent. for the money 
they laid out in purchaſing the public debts, when money was at 4 per cent. as it was 
when the ſcheme was ſet on foot: and 4. The ſurplus money ſubſcribed into the ſack 
above par, in conſequence of the artifices uſed to enhance the value of it. 

The ſeven millions they were to pay to the ſtate, ſeemingly for no value received, 
were a ſort of compenſation for receiving the 5 per cent. for 7 years, at a time when 
money was worth no more than 4 per cent. 

Theſe advantages raiſed, at firſt, the value of the original ſtock of eleven millions, 
The conſequence was, that the proprietors of the 16 millions of the redeemable debts, 
which were to be bought in when they came to ſubſcribe their capitals into the new 
ſtock, tranſacted them at a proportional diſcount; which diſcount, being good againſt 
the govert ment in favour of the company, ſerved to diſcharge proportionally the ſeven 
millions the company was to pay. This gave an additional value to the ſtock ; and ſo 
it roſe, greatly indeed above that proportion. Then the company promiſed a dividend 
of 10 per cen/. for one half year, upon their capital, at midſummer 1720; this divi- 
dend was to be paid is ſtock, which was conſtantly riſing in its value z but no infor» 
mation was ever given the public concerning the funds which were to produce this divi- 
dend z ſo every one concluded that there were hidden treaſures in their hands, which 
enabled them to promiſe ſuch large dividends. Accordingly, ſtock roſe from 300 per 
cent. to 3754 then to 400, and at laſt 10-1007 per cent.; ard in proportion as it roſe, 
the wealth of the former ſubſcribers augmented from the ſurplus above par, paid by 


the latter, and thoſe who ſubſcribed laſt, bore all, the loſs upon the blowing up ot 


the ſcheme, 
But one great d fference between the South Sea and Mimgppi, was this: That in 
France there was abundance of money in the hands of the public, for purchaſing the 
D dd 2 actions, 
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to diminiſh me capital: Theſe ſivings havecconſtantly been thrown. 
into a ſinking fund, uppen to be intended for extinguiſhing the 
capital ; and were it employed for that purpoſe for few years: 
only, and nor diverted toocher uſes, Tam perſuaded the conſequence 

8 ee 


Fg PETER "hs ths * bur u England there-was not > 
conſequently, in France, the rate of intereſt fell to a per cent. and in Englaod, the greav 
| demand for money to borrow, raiſed it beyond all bounds. 

Thoſe who ſubſcribed in money, paid don no more than 10 per cent. at ſubſcrib- 
ing; but became bound to pay up the remainder. But hen the ſtock tumbled, | 
were better pleaſed to loſe the 10 per cent. they had paid, chan to pay up the remaining 
90 per cent. according to the terms at-ſubſcribing. Thoſe indeed who ſubſeribed their 
former capitals at a vaſt diſdount, did not labour under the ſame inconvenience of want 
of woney; but that diſcount became as real a lofs to them, as the caſh ſubſcribed be- 
came a loſs to the money ſubſcribers, the moment that thoſe who were in the ſecret, 
and who, by the moſt infamous chain of artifices, had blown up the public frenzy, 
began to realize and fell out, and that the whole was diſcovered to be a cheat. So that 
upon the whole, the Engliſh ſcheme had much lefs foundation than the French. The 
firſt blew up from an abſolute neceſſity, and for want of any bottom at all; the laſt 
from miſconduct, and rather from folly than knavery, I return to an account of the 

The original capital of the South Sea company, was 21 750 000. : the redeemable 
debts they were to purchaſe in, amounted to 16 750 000 l.; and the value of the ir- 
redeemable, or what were called the Sbſolute terms, was computed at F5 058 000 L 
together 31 808 000.4, ſterling. 

The proprietors of this original capital of 11 Rar RO conſulted their own ad- 
vantage only, in, purchaſing in this large ſum of debts, which were to be converted 
into additional ſtock ; and therefore ſounded very high the great advantages of ſuch a 
transformation of them; 1mo, From ghe.profits of the trade, which they were to en- 
Joy excluſively. And, 2do, From the great addition to their wealth, from the con- 
ſtant riſing in the price of their ſtock, They carried their views to nothing leſs than 
obtaining a majority in the houſe of common, by the weight of their wealth, and of 
becoming the abſolute rulers of the nation. 

„The public being from the beginoing. intoxicated with, ſuch ideas, ſubſcriptions | for 
Rock were opened at 2CO per ent. above par; and ſome of the proprietore of the 
91 08 000 7. ſubſcribed at firſt their capitals at a proportional e diſcount ; that | is, they 
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would be, to reduce intereſt in England Jower than ever perhaps. 
it has been {cen in any nation. That intereſt. may be reduced, by 
making money regorge in the hands of the lenders, is, I think, 


| an uncomroverted principle: that by regorging in France, an 1729, 


it reduced intereſt to 2 per cent. is a fact indiſputable.. I ſhall not 


pretend to ſay poſitively, that the total appropriation of the ſinking 


fund, and an augmentation upon annual grants, td make up che 
void, would in Great Britain work this effect in a fe,WS "years; but 
1 think it is very probable chat it would? and If the dõmeſtic cre- 
ditors, in any ſtate, where debts, duc to rangers, are ſwelled to ſuck 
2 height as to exceed the whole profits made upon trade, ſhall by 


made over a debt of 100 J. for 33 3 in South Sea ſtock and ſucceſſively, the ſub- 
ſcription roſe ro 1000 per cent, Theſe immenſe profits being incorporated into the 
gains of the general ſtock, were proportionally ſhared” by the ſubſcribers themſelves, 
who became' proprietors ; and the higher” the ſtock roſe, the more theſe grins ug - 
mented. This influenced the infatuation; and the dividends augmenting in Nr 
tion to the price of ſubſcription, there appeared no end of the rifing of "the flock. 


The firſt dividend offered, as has been ſaid, was 10 per cent. half. yearly, in ſtock : : 


this was afterwards converted into no leſs than 30 pi cent. in money, for that half- 
year: and when ſock roſe to 1000, a dividend of noleſs than 50 per cent. 2 
in money, was promiſed for twelve years to come. 

Had ſtock riſen to 2000 per cer. Cs 
100 per cent, per aum, as it had been to 50 per cent. when at 1000. 

But whence was this dividend to be paid? The company and the directors took: 
good care never to give to the public any light as to that particular.” 


To prevent, therefore, ſuch abuſes in the rifing of the South Sea, it ought to have 


been provided by parliament, that in tak ing in ſubſcriptions, and offering dividends, the 
| directors ſhould h. ve informed the public, 1m, Of the money owing to them by go» 
vernment. "2d, Of the money gained by the fubfcriptions' above par. And 3tio, Of 
the profits upon their trade, And, on the other hand, of che deden due by them j and 
of the nett balance upon their books, in their favour, 

This would have been fair dealing. But'to pretend the neceſſity of ſecrecy, in a 
point where a nation is intereſte}, was initſelf a mere p ; ind had it been other- 
viſe, it might have been anſwered, thit i company Which is oblitged to have recourſe to. 
ſuch ſecrets, ooght to be prevented vom delling wid welt who mug. 4 
rant of them, however deeply intereſled . by 0 

eir 
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their influence, and from a motive of / ꝓreſent advantage, obſtruct 
a ſcheme of this nature; the conſequence will prove, in the firſt 
place, to diſcourage, and then totally to extinguiſh commerce, and 
in a little time to occaſion an unavoidable bankruptcy; as ſhall be 
farther explained in a nne ae I return to the South 
Sea company. | f 
The ravpelal of the Souch Sea aden mamienced; a 
accepted of, and ratified by act of parliament, 6 Geo. I. chap. 4th. 
But the diſaſter which befel credit, in conſequence of the ambitious 
views of thoſe who were in the adminiſtration of that company, 
prevented the nation from reaping all the advantages which might 
have proceeded from it. 

Ihe reign of K. George I. though little diſturbed by foreign wars, 
produced not the ſmalleſt diminution upon the capital of the public 
debts ; and thoſe which ſubſiſted at the peace of Utrecht, ſtood, at 
his death, at 50 354 953 J. The fame taxes ſubſiſted; and every one 
_ almoſt was by this time made perpetual, except indeed the land tax 
and malt duty, which to: this day continue to be annual grants. | 

But alas! this apparent revenue, ariſing from a multitude of 
taxes, was of no uſe towards defraying the ſmalleſt extraordinary 
expence of government. Every article of it was engaged for 
debts ; and the operations for reducing the intereſt were calculated 
only to produce a fund for diſcharging the capital. The civil liſt, 
indeed, that is to ſay, the expence of civil government, excluſive 
of army, navy, ordnance, and incidental articles, was paid from 
the permanent taxes, and conſidered as a charge upon them. But 
were not armies and navies then become as regular an expence 
upon every ſtate in Europe as judges and ambaſſadors ? Undoubt- 
edly they were. Yet after the peace of Utrecht, in laying down 
the plan which has conſtantly been followed ever ſince, for defray- 
ing the regular expence of Britiſh government, theſe two great 
and unavoidable expences were conſidered as contingent only, and 
provided for by annual grants: and becauſe armics, in time of 
peace, in former * had proved en to liberty from 


the 
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the abuſe of power, they were ſtill conſidered in the ſame light, 
at a time when liberty and trade were PEER threatened from 
their armed enemies and rivals abroad. : 

When the continuance of peace, in the reign of Gen the Firſt, 
had produced the effect of reducing intereſt, on many occaſions, to 
3 per cent. the ſinking fund began to gather ſtrength. The land 
tax, from the year 1722, had not exceeded two ſhillings in the 
pound; and the extraordinary-expence of government, according to 
the annual grants of the 13 years of his reign, did not m 
84 800 o l. or 2 670 O00 l. a year. 

Public tranquillity was very little diſturbed during the firſt RE 
years of the ſucceeding reign; and all the extraordinary expence did 
not much exceed three millions per annum: yet that expence, fmall 
as it was, compared with what it has been ſince, was almoſt every 
year made out, by taking one million at leaſt from the ſinking 
fund; and in the years of the leaſt expence, ſuch as 1731 and 1732, 
the land tax was reduced to one ſhilling'in the pound, at the ex- 
pence of taking two millions and a half from the ſinking fund. 

Theſe ſteps of adminiſtration I neither cenſure, or approve of. 
I muſt ſuppoſe every ſtateſman to have good reaſons for doing what 
he does, unleſs I can diſcover that his motives are bad. May not 
the landed intereſt, who compoſed the parliament, have inſiſted 
upon ſuch a diminution of their load? May not the proprietors of 
the public debts have inſiſted on their ſide, that no money out 
of the ſinking fund ſhould be thrown into their hands, while 
the bank was making loans upon the land and malt duties at 3 per 
cent.? Might not the people have been averſe to an augmentation of 
taxes ? When three ſuch conſiderable intereſts concur in a ſcheme, 
which in its ultimate, though diſtan conſequences, muſt end in 
the notable prejudice of perpetuating the debts, although oppor- 
tunities offer to diminiſh them, what can government do? They 
muſt ſubmit; nn * ok is worſe, ey cannot well avow their 
reaſons; {7 b 


Such 
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Bucht cbmtbinatiorts witty Scot} ru Frequently tou zu every 
fate Waded wich debts, where the bedytuf me people, te land- 
lords, and the creditors; find an advantage in che non haymemt of tlie 
Hational debt. It is for this reaſon that I imagine, the beſt way 
to obviate the bad confequences' of ſo ſtrong an inſluemer in par 
liament, would be, to appropriate the amount of all finking funds 
in ſuch a manner, as to put it out of a nation's power to miſapply 
them, and by this force them either to retrench theit -extraordi- 
nary expences, or to impoſe taxes for defraying them. 

he ſecond period of George Hd's reign, was from the breaking 
out of the Spatiifh/ war in 1739, to the peace of Ain-la-Chapelle in 

1748. During thefe/ ten years, (1748 being included) the extra- 
ordinary expence was, upon an average, very near ſeven millions; 
and at thie end of the year 1738, the — man; Ao to 
46 661 767 l. bearing 1962 0f3 V imtereſt. a 

The firſt expedient' — during the war, was to 
continue the duty on ſalt for fever years; and to mortgage it at 
once for 1 200 0001. according to the old plan. To this was added, 
the expedient of lotteries, and loans upon ee te 
according to the current value of money. 

An additional exeiſe upon ſpirituous linicen, binbafnie un 
withal to compenſate theſe additional ſums of intereſt; and 
the Eaſt India company, for lending one million at 3 per cent. 
upon this occaſion, had zbew charter continued from 1766 to 18a. 
This operation I alſo conſider as an anticipation ; and as it was to 
commence at the diſtance of a3 years from the time of the grant, 
could not fail of being very burdenſome to the nation, however 
convenient it might be at that particular timãmm . 

Were the India ompany now, 1566, to purchaſe the repowal of 
their charter for 14 years, what a ſum might be expected from it 
Yet the value given for the grant they then obtained did not exceed 
30 ©001, becauſe the other annuities/of 3 per cent. were ſold/ at that 
time for 97 J. or, in the language of the funds, at 3 J. premium 
for every 100 J. ſubſcribed; and this © early in the war as 1743. 


17 The 


The practice of borrawing. upon premiums, had taken place in 
Queen Anne's reign, and has of late years been very common. 
The credit of Great Britain is ſo firmly eſtabliſhed, that in what - 
ever way government inclines to borrow, the money d men are 
mne provided the loan be made at the then rate * 
intereſt. | 
Ia avoid eee the eſtabliſhment of funds at different rates, 
in proportion to the fluctuations of money, the bargain is made 
at one determinate intereſt. - Suppoſe, for an example, 3 per cent · 
Then, according as it is found to riſe above that rate in the mar- 
ket, a premium is paid out of the money ſubſeribed; as in this 
caſe 3 J. was paid out of the 100 l. ſubſcribed ; that is, the ſub- 
ſcriber retained it, and obtained his 3 J. agnuity, for the payment 
of 97 l. ſo this remained a 3 per cent. loan, inſtead of being, as it 
really was, at 3 r per cent. and was fold and transferred as ny 
other 3 per cent. without occaſioning any perplexity. | 


As the war continued, intereſt roſe, from the demand for money, 
when the ſupplies became deficient. 0 


The year following, viz. 1744, this manifeſted itfelf, by the con- 
ditions offered by government, which were: That, of two millions 
to be borrowed” at 3 per cent. as before, upon the whole ſam, 
1 500 ooo J. ſhould be formed into perpetual annuities, and the re- 
maining 500 ooo l. into a lottery, conſiſting of 50,000 tickets, to be 
ſold at 10 /. each. The original ſubſcribers to this loan ſubſcribed 
therefore 10 J. for the ticket, and 307. for the annuity, in all 4o7.; 
for which they were to receive 3 per cent, But the premium con- 
ſited in this; that every ſubſcriber for 10 tickets, that is, 400 l. of 
the total fund, had an annuity for life given to him of 4 J. 10 . 

This made five thouſand annuities on lives, of 4 l. 105, each, or 
22 506 |. a year to be added to the intereſt of 3 per cent, on the two 
millions, that is, to 60 o. a year of perpetual annuities. So that 
the whole loan of twamillions this year coſt government 82 500 4. 
of intereſt, or 4 Her &.; 22 500 l. of Which was to extinguiſh 
with the lives of the ſubſcribes. 
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Now if we ſwppoſe theſe life-armuities worth a years pufehaſe +, 
this was the ſame thing as if government lad given a deduction 
of 90 i. out of the 400. ſubſcribed; eonſequently the remainder, 
which was 3 produced 12 4 This makes the rate of intereſt 
upon the loan to have been 3.87 per cent. And as government in- 
clined that tlia loan ſhould be made in chat way, the lenders were 
willing that ät ſhould be fo; and the diſſerence between 3.8) per 
cent. (the then rate of money) and 4 intereſt, which was paid by 
government, was a ſinking fund, as it were, for the gradual ex- 
tinction of the capital of the men neee during the lives 
of che annuit ant. (YOL! £11 34 | Of. EE 16 91 T 
In neee eee nde annuities were conflituted at 

4 per: cent. amd the premium upon the ten neee INIT n 
to 94, lifg-anmlit 1 09009 2110 7 

lt would be unneceffary to trace 8 dee of hn 
triving the premiums: given in the ſucceeding years of this war. 
The principle upon which they were regulated was always to pro- 
portion them to the rate of intereſt at the time; and the motive 
was, 1 ſuppoſe, that by this method of borrowing, a part at leaſt 
of the debt would become extinguiſhed with the lives of the ſub- 
ſcribers. There might perhaps be another, to wit, that by ſwelling 
the capital, for value not received, there was an appearance of 
borrowing at a lower rate of intereſt than what in reality was the 
caſc. Thus in 1747, when 6 300 ooo l. were borrowed, inſtead ot 
ziving not quite 4 per crm. for this ſum, they gave 4 per cent. upon 
6 930/000 {, which capital, although money ſhould return to 3 per 
cent. was ſtill to ſtand at its full value; whereas, had 6: 300.0004. been 
botrrow od at 3 per rent. there would have been a faving of 600 a0d /. 
upon the capital; and at the peace, the intereſt of 4: per ccur. 
wouldq.equally have come nee cent. with the other funds. 

„ may ſeem a high valuation, and is; ih fa 
Wn oboe om eee yore 


at more than 3 fer cent. and that probably ths Belt vs weie! choſen, the value to ge- 
veta meat ol fach, annuities may well be eſtiaisted at 20 years purchaſe./ By Ne Moivre's 


table? Fifi F. ee ee being, e cen. gee ralned 
« 5 Fe Fr. e 
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During this Grit war of George: the Secondoghet land; tan was 
conſtantly at. 4 6. in the pound a and now branches af ouſtoms, e 
ciſe, on other inland duties, were created in proportion 'tooths 
ſwelling of the national debts, which, on the 41 of -Decemiber 
1748, amounted to 78 293 3134. ſterling, bearing 3 00g gal. intereſſi 
anch the finking fund, or ſurplus of all permanent taxes then im · 
paſcd; after paying the civil liſt, and the intereſt upon this capital, 
gmounted4o 1060 948 J. ſterling. During this War, the debts were 
igcreaſed above what they were at the end of 1738, by. 31-631 546 U 
ſterling capital, and by 1043272 l of intereſt or annuities. 
The war was no ſooner over, and the national expence diminiſhed, 
than money began to regorge in the hands of the monied intereſts an 
infallible conſequence of ſuch a violent revolution, when extraneous 
circumſtances, ſuch as occurred after the peace 1163, da not prevent it. 
To profit of this conjuncture, government, carly in 1749, pro- 
poſed that all the publie creditors upon capitals bearing 4 per cent. 
intereſt, redeemable by parliament, and amounting: to upwards of 
57 millions, who ſhould accept of 3 pen vent; from December 2757; 
ſhould have their debts made imedeemable until that time; and in 
the interval ſhould continue to have 4 per: cent. till December 1750 
and 3 % per cent. from thence, ——_ the cotal po In) 3 PA 
in December 1757. 2. W vio 55% Jo le 
This bold undertaking had be, deſired, effects di” ede 
were thrown in the way; but the regorging capitals in the hands 
of many, made every one fear the reimburſement tor himſelt; 
and the credit of France was then ſo low, that very few voi its 
funds as an outlet for their ſuperſluous money. 
But an outlet, un fortunately, was not wanting at the 06 ther 
laſt warin 1763, as we:ſhalt ſhew-in its proper placo g. 
Here then isa notable inſlance oft he effects of recheping mo- 
ney, A ſmall ſum, when £ compared with a a nation's debt, operates 
upon dhe whole.caphaly 45.2 dall, balange h dn trade affects the, 
whole..maſs:of-aecipracalpapmantgd:d. 19 tl bas mv thy og eds Nom Ih 
Thel reimburſement! of 1574 millions offered: hy go ernment, ve” 
1749; Was, fo "the "conviction th E. Herta“ an ir 
icheries, bu PE" fleck dl eig 2 l fabi Na) to b 
E e e 2 ſc ribed, 
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Jeri ed at the interéftöffcred, und fetlinng he fects WhIth? that 
regorging möge) mut in il ten, Hive" prodhuted, willingty, 
a Witel) perhaps, feet ie oH made therm. Hal Hey 
refuſed, and had the ſcheme prop a become abortive thereby, 
perhaps tilt nation right have becn 40 Fab afiimated' againft the 
creditors, from tlie diſäppolntment, ad to 'have' conſented 'th beat 
the expence bf defrayinng the fervice of the following years; without 
enctoaching upon che finking fund. What effect this would Have 
produced upon the rate of intereſt, in that conjuncture, no man ein 
tell, nor will the real conſequence of fuch a meafure ever be xnow-, 
until the happy trial be made. That it would have brought intereſt 
below 3 per cent. in December 1757, is, I think, evident: for as 
matters ſtobd, ad the creditors of 55 millions been able to hold 
out, I thruſt do them the juſtice to believe, they would not have 
conſented to the propofal made to them; and an addition of all 
the ſinking fund thrown among them annually, at a time they 
could not diſpofe of what they had, upon better terms than thoſe 
offered them, would undoubtedly then, as at all times, > wg a 
very great national relief, in bringing down the intereſt. - 
During the tranquillity which continued from the — 
la-Chapelle, in 1748, to the commencement of hoſtilities in 1558, 
the money expended for extraordinary ſervices amounted on 
an average to above four millions per annum. The expence of 
government was then increafed, by ſupporting che colonies; and 
by ſeveral great and uncommon outgoings at Wenner for a- ven 
mentioned i in the ſupplies of thoſe years. | 1 VI 
A little before the breaking out of the laſt war, chat is __— on 
the rh of January 1555; the national funded debt was reduced to 
72 289 674 l. upon which was paid an annuity'of 2 654 500 l and 
the faking fund amounted to 1308 8147. At the end of 276g, 
the year of the peace, the funded debt amounted to 230586 789 L 10% 
beſides above 9 millions net provided for. So that at the encl of 
"aft war the national debt exceeded 140 millions; beſides the value 
of the annuities granted in 27 n and 17. Hence it ap- 


J this funded debt mult be added the uafunded debt, bit od hot know 
Kad) ; and the value of the annuities granted in 1745, and 1746. 09 
Pears, 


Cure, fehr QFGONOME,,, 397 
pears,! chat the; war, occaſioned, ap 2ygmentation, af upwards, 
582971116 la ug 15 e national debt; beſides the ene 

between the unfunded, debts at the. beginning: ang of che wär; 
and alſo the value gf thoſe aumpities . ay 1s. 5910191 

I ſhall chefore conclude this chapter, proſenca ſhort ſcheme of the 
ſtatgiaf,the nation at that time: hut firſt let us take a view of the me- 
thods uſed to borxo ſo large a ſum in the hort period of eight years. 

Until 1257, money was borrowed. by government, at à little 


abowe g fer cent. but then a loan of, 5 millions being neceſſary, 89. 


rernment conſented 0 create annuities 5 43 * per cent. irredeemable 
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operation of reducing the intereſt of this fund, upon the return 
of peace How far this expedient. was; to be preferred to * 
foxmer, of increaſing the capital beyond the money paid; 

whether it would not have been ſtill better to have paid for — 
money wanted, according to che current rate of intereſt in the 


market at the time, waiting until a peace might afford. a favourable 


opportunity of reducing it; L hall. not take upon me to determine. 

have obſerved how raſh its for any ane to cenſure acts of ad- 
miniſtration, when the motives, of a ſtareſman's conduct are un- 
known. This, however, I have ſometimes. yenturcd to do, in ſpeak- 
ing of things which happened many years ago; but "we. ought to 
be more cautious as we come neaxrer to our own times, becauſe 
not having, as in this caſe, a, courſe of experience to point out the 
errors, we muſt entirely rely wren our, own ſagacity, and reaſon 
only trom analogy. | 


During the laſt war, as in that precending it, taxcs were increaſed | 


in proportion to the intereſt of the. money borrowed; and new im- 
palitions were now laid on the articles of great conſumption, which 
produced abundantly. The new malt-duty of 34. her. buſhel, and 
the new beer duty of 3s. per barrel, bring in net into, the exchequer 
near 820 000 1. prr anunu,⁰, and diſcharge the intereſt af above. 27 
millions ſterling, at 3 fen cem. Such a ſum; raifed at the, end of a 
»The untties of 1 57 are r eee the Conſiderations on 
Trade and the Finances, $473 3000 8 9. — W and the annuitigs of 
1761, 1762, at 656 976 l. ot at 27.4 JP OY But this | valuat' on ſeems too 

Ie, for the reaſons given in the note, p. 294. W 
5 War 
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war ſo very expenſive and at the yery t the credit 
France was totally Kallen, muſt ee & ſtrongeſt 


ner, and did in tact operate more, erhaps, —_ any other 4 
deration to put an end to that war, the moſt glorious that Europe 
has beheld fince the beginning: of this century, or perhaps in an any 
age whatever: advantageous ta Great Britain, notwithſtanding : all 
rhe expence, providing that the conſequences happen to correſpond 
to what may be reaſonably expected. 8 
Iſhall now ſet before my reader a ſhort tate of the taxes, e debrs, a 
public funds of Great Britain, at this bright period of her hillary 
From the beft authority I have been able to procure, the revenue 
of the ſtate, conſidered under the three general branches of cuſtoms, 
exciſe, and other inland duties, which comprehend the whole per- 
manent income of this kingdom, was then as follows: 


4197 Oil 


Cuſtoms net into the exchequer, about ay =. £ 2000009 
Exciſe in all ; its permanent branches net, about PR 600 009, 
Other inland duties net A - .- - _. I 000000 
Land tar at 4 in the REY, 553 b 
| 251) DDS! 1011Þh FI) V a. | 

Annual N tax net” - 1 f 1... #18008 

In all - g (ug 2 * 2 7573 000 


Let us neit the 10100 charges and appropriations fg 
ſettled upor, Ad! 2029 eee 
Firſt then civil lit, to the amount of *. Boo 0 
245, The elt of about 131 ET... 1 
funded debts at different rates of intereſt, about 4 500 c 000. un 
ztio, The intereſt of nine millions not then 8 
provided for, ſuppoſed to be at 4 per cent. 360000 © 
Iinallef regular and peritnerivannuzVchatize” wa 866 009 
So there remains free, about 4 553 000 
From which if ws'dedn thebannwat” grants wf hag 1999170"! 
K ee vchich extenditogetherf a8%above, o 2 61 2613 808 


There will remain ag the-produce of the ſinking fund d, 1 94 


eviiunns 20) Wed; do od olle 9.10 1 i Mac Ionns d N n 


find that the wei Tol Head Seed ar. Try. e e wy om thor of 
the OO but rade, 720 hor LS 1 ns 8 6 a h 1 5 
duct br che uſto t ec e rably : lj: bur, 88 zig the oy 
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07 9 8037 OL 0 pag 91109949 27 Ot 16,9 
16 it —— Ah the airs of Grear Pricaio. aFer the 

8 the pea EA * 5 10 918190] 1 1 n bib bas z £262 
it 'ngw only remains to offer" fore. conjeures why, after. this 

peri 54; ; ne Was not found 0 regorge, as after the peace of Aix · 

la- Cha pelle, foas to furniſh an d opportunity of reducing 1 the rate. of 

intereſt upon all redeemable debts, and by that of xaiſing the amount 

I: the linking | fund, and more firmly eſtabliſhing the national credit. 

After the fall of the credit of France towards the end of, 175% Great 

Britain had the command of all the money to be; lent in Farqpe ; 


and accordingly amazing ſums were borrowed. i in 7760. 1761, and 


1562. Of the fams borrowed, a great part, no doubt, was the pro- 


perty of ſtrangers ; but they, not bemg ſo well acquainted with, the 


affairs of this nation as the Engliſh themſelyes, inſtead of ſubſcrib- 


ing to the loans, lent the money to our own. country people, who, 
in hopes of a great riſe upon the return of peace, ſilled the ſub- 
ſeriptions with borrowed money. Y 
The conſequence was, that no did the funds Tenia to 1 
after the peace, than every creditor emanded his money of thoſe 
who had inveſted it in the public funds. This obliged the latter to 
bring their ſtock to market, and this again had naturally the effect 
of keeping the funds very low. "Sorne, more prudent than the reſt, 


had borrowed upon a long term of repayment, which h had the effect 
of putting off ſtill longer the {ertlemert of f the funds 1 in che hands 


of the real proprietors, and of tak Ki ing tl hem ,Qut. of Rote who only 
held them nominally. _ 1.260 f93910;-a20T a0 
Beſides this accidental cauſe of che low: price. of the funds, other 
circuraſtances, no doubt, greatly contributed to, produce: the fame 
e 2 b. 1y0ds it afin 91213 ON 
However Seat de balance of trade, that is, of en hontations about 
im pottations, may have been of. — an aal che 
groſs than the net ptoducs of the permauim duties of exci crete; that 14, b PI Rds 


duties, excepting the annual malt-dury. It muſt alſo bs 4 that the annuities 


pa to the national creditors, amounted, sch January 1764, to. mere; than 
$ 2 But on the other hand, the l 


100 high, as appears frogi the author above 
eeuc, Toe brenn Therth here ſlated is Sn wy my pur; 


19, give exact 


mighty 


. 


5 
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mighty ſums drawn out by' firarigets have certainly, upon the 
whole, prevented much money figm'coming:/home on the oral 
or grand balance of payments. While chat remains the caſe, it is 
impoſſible money ſhould regorge at home in the hands of the na- 
tives, and until this happens, there is no hope of ſeeing the 3 per 
cents. above par. But then the riſe, ſmall as it is, ſince the peace, 
may encourage us to hope that that time is not far off: for had 
the profits of our trade been quite unable to balance the loſs 
upon our foreign debts, the funds would undoubtedly ſtill continue 
to fall, which is demonſtrably not the caſe from-the circumſtances 
of the loan in April 1766, obtained by er with un A. 


tance of a lottery indeed, at 3 per cent. 
Here 


The The loan of Ane 1 500 0001, at 3 per cent. Every ſubſcriber for 100/, 
had an annuity of 3 per cent. on 60 l. and 4 lottery tickets, valued to them by govern- 
ment at 104, each, in all 100 l. The prizes and blanks in the lottery amount to 
600 0001, and bear 3 per cent. paid by government. The annuities amount to 
goo ooo l. and bear alſo 3 per cent. The number of tickets are 60 oo. —_ at 
10 J. each, they amount to 6c oO. | 

The advantage government reaps by this 5 . is, rnd of 
gaming, raiſes the lottery tickets above their value, when thrown into the hands of the 
public z and this advanced value being a profit to thoſe who receive them in part of 
their ſubſcription, that profit they ſhare with goverament. _Example. In April 1366, 
when government borrowed 1 5300 000 J. at 3 per cent. the 3 per cen/s, were only at 
89: conſequently, the difference between 89 and 100, which is 111. muſt have been 
ſuppoſed to be the ſum which the ſubſcribers, from the propenſity of people to game, 
had a reaſonable,” or rather a certain expectation of ard _=_ the ſale tai, _ 
tickets, that is, 2 J. 155. dpon every one. 

To know therefore the real par of a lottery ticket, you mult a * it coſts 
_ the ſubſcribers 109. for which they receive from government 3 per cent. This 10 l. as 
3 per cents. ſtood at 89, is worth at that rate no more than 8 J. 18 4. add to this ſum 
what the public muſt pay for the liberty to play, which we have ſtated above at 24. 155. 
and you have the exact par of a lottery ticket at 11. 135. 

Whatever they fell at above 114. 135. pune the ſubſcribers, r 2 
below 411. 135. is a loſs to tbe. 

This profit, though mu berate fen another circum 
dance, viz, £ 
| That 
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Here then was an outlet proyided for more money than all chat 
could regorge at home, via the payment of thoſe foreign creditors, 
to whom the ſtock-holders were indehted. . Beſides this, the ſale by 
government, of ſuch tracts of land in the new acquired iſlands in, 
the Weſt Indies, provided another; money was even placed in the 
funds of France ſoon after the peace, until the adventurers were 

checked by the operations of the King's council, in reducing bath 
capitals and intereſt upon them, contrary to che original ſtipulations 
wich che creditors. A lucky cixcumſtance for Great Britain, as it 
forces, in a manner, all che money of the continent into the Eng- 
liſh funds, which equally remain a debt upon 2 . WARE 
high or low in the market. 


1 
- +4 


That the ſubſcribers may ſell the'r ſubſcriptions at a time when they have really ad- 
vanced but a ſmall part of it. The firſt payment ĩs commonly of 1 5 per cent. on their 
ſubſcriprion : when they ſel}, they mate this profit upon the whole capital. Suppaſe 
then 15 per cent. paid in: if the profit upon ſelling be no more than 1 per cent upon 
the capit i, that 1 per cent. turns out no leſs than 65 per cent. upon the money they 
have advanced. Thus a perſon who is paſſeſſed of 1300 I only, may ſubſeribe for 
10 000/ in this loan: he pays in his 1500 /. and receives his ſubicription; when he 
ſells, he iells 10000 l. ſubſcription, upon which he gains 1 per cent: 1 per cent. of 
100004. is 100 4. ſo (in one month ſuppoſe) be gains by this means 100 4. for the uſe 
of 150 But as a-counterbalance for this profit, he runs the riſk of the falling of the 
ſubicription, which involves him in a proportional loſs if he ſells out ; or in the incon- 
venience of advancing more money than he had to employ in chat way, in caſe he ſhould 
prefer keeping his ſubſcription for a longer time, in hopes of a riſe in the public funds, 
By this mode of borrowing, government profits by the diſpoſition of the people to game, 
But this propenſity has its bounds, and at preſent it is found by experience not to exceed 
60 000 lottery tickets, or 600 000/, Were, therefore, à ſubſcription af g millions 
taken in upon the ſame plan with the preſent, of 1 500 0007. the regorging number of 
tickets would NIGER nn oo gan 
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CHAP. VI. 


LIFT 


- 
: 4 


State of the public Credit in France, their Debts, Funds, and 
Appropriations, at the Peace 1763. 


TYERE it as eaſy to get information of the political ftate of 
France as of Britain, one might attempt to give ſuch a ſketch 
of their affairs as we have now done of the other; but when we 
confider the lame accounts given by French authors who have 
made reſearches of that kind their particular ſtudy, it would be in- 
conſiderate in a ſtranger ever to undertake a taſk ſo difficult. 

In France, the finances are conſidered as a political arcanum, of 
great conſequence to the ſtate to conceal from vulgar eyes. It is 
not long ago, fince the farmers of the greateſt part of the revenue 
uſed regularly to burn their books at the end of the year, to pre- 
vent the King's ſervants from knowing the ſtate of the moſt eſſen- 
tial part of his affairs. Cardinal de Fleuri aboliſhed this cuſtom, 
and obliged them to lay every thing open to his eyes. 

I ſhall now endeavour to communicate, in as ſhort and diftin a 
manner as I can, an idea of the preſent ſtate of the French revenue; 
of the taxes from which it proceeds ; of the manner they are admi- 
niſtred ; of the purpoſes to which they are appropriated ; and of che 
ſtate of the King's debts at the end of the laſt war. 

From this view we ſhall form a general notion of their public 
expences; of their public debts; and of what is moſt material, of 
the reſources of that Kingdom in time to come. 

For this purpoſe, 1 ſhall divide the whole revenue of France, that 
18, all that is raiſed on the people, to whatever purpoſe it may be 
applied, into five branches; and after having firſt explained the 
nature of cach, I ſhall give a gencral detail of them in their order. 

The firſt branch is what is called the King's ordinary revenue. 
This 15 compoſed of about twelve articles of permanent taxes, ſup- 


poſed 
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poſed to be ſufficient for defraying the whole. expence of govern- 
ment, civil and military, in time of peace. 

The ſecond 18 compoſed of all the extraordinary impoſitions which 
were laid upon the people, in conſequence « of debts contracted in 
the former war, ended in 1748. 

The third, what was impoſed during the laſt war, for the ſer- 
vice of the ſtate, and for paying off the debts then contracted. 

The debts of France, contracted in periods anterior to thoſe two 
wars, are charged on the ordinary revenue, as we ſhall preſently ſee. 

The fourth branch conſiſts of two articles. The firſt comprehends 
certain perpetual taxes appropriated for certain ſtate expences, not 
charged upon the ordinary revenue. The ſecond, what is com- 
puted to be the expence of levying all the taxes, and alſo the profi, 
of the farmers: or in other words, what the people pay more than 
che public receives from the hands of the tax-gatherers. 

The fifth and laſt branch, comprehends the taxes paid to the 
court of Rome, to the clergy, and to the poor; with other duties 
belonging to private perſons. Under one or other of thefe five 
branches, may be very properly arranged all the taxes paid by the 


French nation. | 
Firſt general branch. 
The King's ordinary revenue, with the charges npon it for the 


year 1761, 
Articles of revenue. Fr. money. Stcrling ditto, 
| livres. os s. d. 
1, Domain (the King's landed eſtate) 6 000 000 266 666 13 4 
2. Taille (the land- tax) - . $6600 o 2515555 11 17 


3. Double capitation (the poll-tax) 53 200 090 2 364444 8 10; 
4. Ditto upon ſuch as have civil : 

employments, penſions, &c. 6 7090 000 2077377 16. 65 
5. 28. in the pound on all civil | 


employments. 6 800 000 302 222 4 5. 


— 
6 


3 


* 


Carry over 129 300 00 5 746666 13 3! 
| Fit 2 
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onmb gifts) © .yonom v1 Fr. money. Sterling ditto. 

| eee livres. 6K: 
Brought over 129 300 0 5 746 666 13 3: 
6. The mint, or coinage = 2 400000 1056 666 13 4 
7. Decimes and AY D Ne 
clergy © > £20 Dy - 12 400000 551.111 2 22 


8, Free gifts from the nes of 
Burgundy, Provence, Langue- 29:4 :412310q ab ab 
doc, and Brittany «oO = 10000000 444 444 8 10. 
9: Paulette, or annual tax upon | 
hereditary offices - - 2600000 115 58 11 14 
10. Tax on che Lutheran clergy of 


Alface - - - 200 000 8888 17 9. 
11. Regale, or the ſovereign's | 43:4 * 

right on eccleſiaſtical benefices I 400 000 62 2242 4 52. 
12. General farms — - 112 500000 5 000 Q00 — — 


Total of the ordinary revenue 270 800 000 12 035 555 11 12 
Of this total the Lt | 


general farms livres. I. s. d. 
amount to 112 500 o 5 000 000 — * wt | 
Andtheother * 


branches to 158 300 000 7035 555 11 14 
The farms were increaſed anno 1762 


—_—— - - - TI1500000 Frittts 2 22 


7— — 


Total ordinary revenue at the 5/ 92 cs 
end of the war 3 8 N 13 4 


Articles of Expence. 
Houſhold of the King and royal e | 
family - - - - 940o ooo 417 777 15 6; 
Ditto, their perſonal expence — 468 oo 204 444 8 10: 


a a carry over 14 000 oco 622 222 4 5 


8 Theſe reductions of French money to ſterling, are computed at the rate of 22 livres 
to the pound ſterling. Hence 270 800 000 livres make 12 035 555 l. 115. and 14 4. 
Rerling, or nearly 1 4 4. as ſtated, though the amount of the partial ſums differs by 14. 


cuar. Vo! AB TPOLUN CAE 0300 NOMF- ma AY 


ind gun 72110 14 
f | 271911 
King's ſtables and ſtud -. = _.- 
Hunting equipages - — 
„Alu ii: 49 +. 60 A 


Pay of the palace guards, (gardes 
de la porte &c. — — | 


Fr. money. 


Sterling ditto. 
livres. I. s. d. 
14999 οοο 6 22 4 S 
25 111111 As 22 
1 600% 41% % 25 
bGOοο g 26666 13 4 


o 


3 30 146.666 13 4 


King's buildings — + 6600000, ,,293:333 68 
. IN * Denner 
Total expence of the court 28.600 000 (121 111 2 2 
; | — — — 2 — _ 
Pay of all the houſhold troops .- $8000 ooo 355 55S. M8, 12 
Pay of all the other troops of „ A es, 
France 5 , - | , 48000000, 2 133 333 6 8 
Fortifications - - - 6000000. 266 666 13 4 
Artillery for land ſervice - — 6 600 000 293333 6 8 
Military gratifications, over and | 13 70 lt 
above the pay - - lo0000000 444444 8 10. 
Pay of general officers command- | 1 | 
ing in provinces and fortreſſes 2.000 't B8888 17 92 
Pay, &c. of the marechauſsce 2 200 000 97 777 15 ; 2 
Expence of priſoners of ſtate 1200 000 $3333 6 
Ordinary expence of the navy 25 000 000 1111111 2 22 
Total regular military expence n 8 U 
by land and fea = . 9 pe,“ 
Royal penſions © + = = 19000090 1 400000 — — 
The appointments of the King's "> 
' miniſters e09 5:09 3 o o 13777 15 6; 
5 Carry over 93100 % 413777 15 6: 


6 94 4 | 
| 


if) "i 


| 
| 
b 
| 


| 
| 


K Um ⁵ ns ps 9. — 


nib To ly91? Aran HT 
1 4 4 - RAQY 71 
F Brought over 
Ditto of the firſt IR of all 2 ; 


. parliaments in France, expence 


of criminal profecutions, and 
many other articles of that ſort 


Appointments of the venal em- 


ployments, of the robe, trea- 


ſurers, rere ue p ee 
80. | : 
Bridges, 1 e 0 


For the royal academies 


To the King's library 


Extraordinaty and caſual 8 
upon the two laſt articles 


For lighting and en the . 


of Paris „ 90 — 


Appointments of the r of 


the cabinet council, for couriers, 
and other expen ge 


Ditto of minifters at foreign courts 


Total ſum of this branch - 


Intereſt at 2 per cent. upon 
990 000 000 livres, or 44 000 000 1, 
ſterl. of the late King's debts, con- 
ſtituted after the bankruptcy 1720 

Intereſt at 22, upon 94 millions due 
to the company of the Indies, 
upon their old ene 1720 


Carry over 


livres. 


* money. 
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Sterling ditto, 
E 


69 413 777 15 62 


Hos n 


Fi pt 


£$7 dp 4 0 


* 4 
XZ Done ! 21 


Inu 02: 4 101 


e 29 . 


22 000 0 977 777 15 ” 


24 750 000 


2 350 000 


27 100 000 


L312 131414 1630] 


_ 4444444 0: 


177 777 15 67 
62 222 4 54 
80 000 —— 


| 17 1 6 


37 333 « 8 


2353333 6 8 


— 


I 100 GOO wn — 


104 444 8 10; 


1204 444 8 102 


cn. AUA OFCONONT/! ver 
onib gait waom mii Fr. money. Sterling ditto. | 


by +4 Ci errut livres. „. &. 

Brought or ee 1204444 8 102 

— — to the company; xn, —2—:ZBrÄ 

for paying their dividends +=) 249900 106 668 13 4 
Annuities on lives n non arngq ttt 10 


during the laſt war 88 6 60% q%%õ% 72 22 
Total intereſt of debts - „ 45 500000 2% 222 4 5 

a OTTER — — — 
This article of 16 3 annuities on lives is the only 


cargo upon nn * wenn, CAN qe 


the laſt War. 

OE ata nc „ eee 10 Suing dro. 
Recapitulation of the expences. irres, the:0: ts 
Expence of the court = 28 690000 eh STARR: 2 2 
Fixed r ditto, by ſea aal! f 
land — => 109000 ooo Nur B 202 


Juſtice, — &c. - Fa g ooo 2353 332⁵ k 6 88 
Intereſt of debts - = „ 90000. 20222 4 . 


Total expence 3 | = 236050000 10491 111 2 a3 
Total ordinary revenue at che end 
of the war - -, - = 282300000 12 546666 13 4 


The fl ſ deducted from the lat- 
ter . - 3 45250000 2055555 11 fr 


Beſides the articles of expence here ſtated, there are many others, 
to which no limit can be ſet. The comptant, or the King's private 
orders tor ſecret ſervice, and many different expences, form a 
great article. Subſidies alſo to foreign courts: in ſhort, much 
more, in all human probability, is ſpent, than all the produce of 
this permanent revenue can anſwer. So that from this no relief 

3 from 
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fror Jebes can be expected Except! far as ĩt muy be augmented 
by the falling in of the ammnuities on lives. But public debts are 
to be paid only by funds appropriated for that purpoſe: and were 
this revenue to be relieved of the whole 45 millions of intereſt 
charged upon it, I have > but the King's expenice would 
augment in proportion. 241 % bayt a Miaurt. di 1% eil erw 

J ſhall! 2 nme upon the nature of the im · 
poſitions which produce this revenue, until we come to the ſubject 
of taxes to which it naturally belongs ane! 

Beſides this ordinary revenue of the Kings of France, which (if 
we except 26 boo oo livres, or 1182 222 J. 4 . 5 d. upon the capita- 
tion, added on account of the war only for a time) may be conſi- 
dered as their civil liſt; there are other branches of revenue, which 
are to be looked on as extraordinary ſupplies, impoſed for raiſing 
money in time of war, and for paying off the debts contracted, 
upon the return of peace. Of this nature are dixiemes and ving- 
tiemes; taxes very contrary to the ſpirit of the French nation, and 
to which they never have ſubmitted ny the 3 ee 
and only on very urgent occaſions. 1903907 i nge 

The credit of France fell very low ad the — 6 ts Se; 
war, which began in 1744, and ended in 748. The parliament re- 
giſtred with great unwillingneſs every edict impoſing new burthens. 
The dixieme was a great augmentation of revenue, for the time it 
laſted; but being an impoſition which the Kings of France never 
have been able to make perpetual, it could not be pledged for ſuch 

large ſuias as are required in time of war, and which no nation, 
however wealthy, can furniſh annually, as they are demanded. 

To ſupply, therefore, the want of a fund to be mortgaged, and 
conſequently the want of public credit, the King's banker M. de 
Monmartel, with other men in buſineſs, joined their credit, and 
ſupplicd the King's extraordinary occaſions. They opened a ſort of 
bank anno 1745, where they received money at; per cent. per month, 
the principal payable on demand. This fund gained credit ; pay- 
ments * regularly made as ſoon as demanded. 


24 8 g ö Vpon 
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Upon ſeteling accounts after che peace, an 1748, the King was 
found indebted to this bank for a vaſt ſum of money. In order to 
bankers, and they by che ſale of chem withdrew their own. paper, 
Which was circulating with very good credit on the exchange of 
Paris. In order to furniſh a fund for this lottery, the King had 
intereſt with the parliament to get a twentieth penny eſtabliſhed, or 
one ſhilling in the pound, upon all the revenues of private people in 
France, except the. clergy, and ſome hoſpitals. . The ſame was 
charged upon the induſtry. of all corporations of trades and mer- 
chants ; and to theſe was added a capitation upon the Jews. - |  -, 

This was thrown into what they call the caiſe d amortiſſement, or 
finking fund; and appropriated for paying off the lotteries, and 
ſome of the antient debts which were to.be-drawn, for this purpoſe,” 
by lot; and for other extraordinary expences incurred in confe- 
quence of the war. This tax was to ſubſiſt, I believe, till 1767. le 
was this caiſſe d'amortiſſement which 1 en by which 
ſtep a mortal blow was given to French credit. un ue C 

Beſides this feſt rwentieth penny, there were = ae taxes im- 
poſed, and appropriated during'a determinate number of years, 
not exceeding 15 in ſome, 12 in others, for paying off the debts 
contracted in the war ended 1748, and TOY 1 . 
pences of government. * wv 


Theſe ſhall. be ſpeciſied in the following general view ofthis 
branch of the French revenue. 7 
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"Setbnd general branch. 


2140 wel 


| IS taxes eſtabliſhed air the rao of Aix-thapell, 


with their 12 — 


r 


lives: 


The firſt twentieth TOY on mY 


income - — 23 800 oo 
Ditto upon Adele and mer- _ 

* chants incorporated = - 6500000 
Ditto upon the Jews 1 400000 
Total of the eerie ny: 

which formed a finking fund, 431 700000 
' ſhutupin 1759 - -) F 
The farm of the pores um relais 

; of: France: © en 6 ooo ooo 
Two ſhillings in the N of the 
capitation added to it 35 520 o 
The farm of ſtamp- duties on lea- = 

ther, and duties on tanners 
A - 2960 O0 
The farm of duties upon gun- ef 

powder and ſaltpetre - 2988 000 
Two ſhillings in the pound of the gh 

twentieth penny added - 3 170 000 
Total of this ſecond branch of 

2 52 338 000. 

French-taxes == — N 


— 


Appropriations of this fund, as 
follows : 
1. For paying, during 10 years, A. 
part of the 990 millions, of 


hes Ty #+ x. wc * 


wo» \ Perry 
Sterlin x dito. 
© 4 8. d. 
. + Y > tri 21% 


Hug den 
1057 777 5 6; 


288 888 17 92 
62222 * AD 


- 


1 408 888 17 92 


9 


266 666 13 4 


245333 6 8 


131555 11 1% 
| e — — 


iO 888 17 9: 


; 


a — OF — — 


BY 6 8 


— * 


ol BPO CHE o õο⁰9— U. 4 
"p67 4 45; er Sterling ditto. 


N *4 TSA ; Ih, RR 
„ * 2 - 


4 $730 


. dee 224) 


Ares. L 8. d. 


LA 


ed above on the King's urdi- als 4456 


- Nary revenue, and bearing an 
intereſt of 24 per cent. the yearly 


ff? , de Ta. 
2. To the India Company, in dif-: | 


charge of a debt due to them: 
for la ears 


3. For paying the: mines. of 2 
- bankers lotteries every year 


as they are drawn: for 12 years 
4. Towards making good defi» 
ciencies upon the funds appro- 


priated for the war, __ 
pans gon on gl 


5, Ditto upon the funds appro- 


priated to the new Ecole militaire 


6. For payment of perpetual an- 


nuities created during laſt war 
7. For making good deficiencies 
upon the artillery and maga- 
zines, during the war 1762: 
* 12 res the annual _ 
of 50 


8. — 2 of fo- 
reign affairs - - 


Total appropriation . - 


d Ls * 
5 ooo 


380 
. 
1 571 « 

* — 


18 700 000 


222324 4 | 15% 
0 1 . 7 


Tote rf: Anat Fifi 


2 000 00 89.888 121 9% 


> : « . + 27 Fi . MS 

4 " " * 
168 888 17 94 
127 —— ” ay ov t=xp 


ety Tee ch 
140+ 22 $4. 6: «R944 25 xy 181 
O Dienten 45 . 


1 200000 | "58933 11 8 


11720 


nde ee 6 102. 
Is 
T5 
1 800 000 deen — — 
8 690 000 386222 4 61 
55 690 000 _ SAT 22 


8 * 


| This branch of revenue appears, by this ſtate, to aa 9 ap- 


propriated to certain purpoſes. 
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Or Wade sBaHered i France, an could one be 
certad Hint debis are acruulły diſchargudp at the pegod àppointed 
m cnſecſuence of the wppropriationi for tim purpoſe,” we might 
form a better judgment of the af umnο“qnt of che debts of 
France, han in fact any man can do-whwe- is not in the ad mini- 
Aradonoi at baits In iet ovgd offer eansigro bus ewobiw 
Of this ſecond branch of taxes TI'confider the twentieth/pently, 
the two ſhillings in che pound augmentation upon it, and à like 
augmentation upon the double capitation ; amounting in all to 
above 40 millions a year, as a reſource which France may have at 
Ul times, in caſes of heceſſity; although 1 do not ſuppoſe it will 
be poſſible to eſtabliſn them as a fixed revenue. They will pro- 
dably, However, à8 matters ſtand, be continued, either in whole 
or in part, until the great load of n —_— . ſhall 
be conſiderably dimmiſhed. nn 
As for the remaining fum, ariſing en the boy FRO 10 
ſaltpetre, theſe I conſider às perpetual; ee Hþ s n 
they are not burdenſome to che people. ell SIR 
We are bot 16 underſtand thar {Sanaa um of ve millions 
of livres, appropriated for paying off the capital of 990 millions of 
the old annuities, bearing 2 per cent. ſtated in art. iſt, was in- 
t ended to be applied to theſe capitals, at the rate they ſtand. In 
France it is ſuppoſed that he who gets 20 years purchaſe of the 
intereſt of his debt, is always fairly paid off; and people there are 
ſo fond of reimburſements, even at this rate of making them; that 
when, about the year 1755, a like ſcheme of paying off thoſe old 
annuities was fuggeſted, it was upon condition that every one 
having, for inſtauce, an annuity of 100 livres, ſhould; in order to 
be intitled to this reimburſement, pay to the King 20 years pur- 
chaſe of it, or 2000 livres ready money; and that being complied 
rich, his contract was to be put into the lottery wheel, wich all 
he roſt ſubſcribed: for, and if it happened to be drawn, he was to 
Teccive' ꝗooo livres; to wit the!2000/he Had paid down, and the 
other Wnο e ue ef! a capital of 4000 livres, at 2 4 per crnt. 
Den This 
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This every body muſt allo pee a- weondenful Facility / in 
paying off debts; If the hESgliſb creditors: eue engaged, c 
enter into the ſpirit of ſuch reimburſements, government, I. am 
perſuaded, would not apph ſo cloſely as they do, to zeduce, the 
intereſt upon them: ; whereby a great diſtreſs cee upon, ppor 
widows and orphans, who have their all veſted in the g funds. 
This inconvenience is avoided! in France: the poor are cheriſhed 
dy che comfort. of high intereſt; the ſtate is ſet, free; and the 
eretlitors rejoice. in getting back thair money, in any ſhape, What 
0c vom n ede lef s 26 1857 8 eHoillim oN 9vods 
The war of 1956: breaking out, obliged the King to think of 
every expedient to increaſe his income. Had he ſet out by bor 
rowing upon annuities for lives, at 20 per cem. and by mortgaging 
his ordinary revenue for the payment of hem, his credit, would 
have been more ſolid, and the plan of running in debt more 
ſyſtematical: but in the end, it would have involved him in, the 
xerrible dilemma of , either making a bankruptcy, in order ta re- 
inſtate himſelf in the poſſeſſion of his ordinary, revenue, or of 
making him depend more chan he inelined upon his parliament ; 
whoſe authority is abſolutely neceſſary for laying a perpernal 
and regular en e alone Senken N lid baſis of na- 
tional credit. gar f 
He was e a in Lone n. or 9 to beat ohe 
0500 on the people in the time of war, in order to avoid the 
conſequences he foreſaw from the loſs of his fixed revenue. 
be King's miniſters at this time could not convince the parka- 
ment of Paris, that in order to borrow money upon the beſt terms, 
it was neceſſary to have a ſure fund for paying the iatereſt of it. 
It had been uſual to borrow money, on preſſing occaſtons, from 
th farmers of the revenue, bankers, and-financiers, as they are 
called, at 7 und even 0 per cent. They underſtanding the chain of 
the affairs of France, uſed to obtain credit both abroad and at 
home; from people who would not lend directly to the Kinga al- 
en they knew: at the time of the loan chat the money was 
borrowed 


— n 


* 
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an abſolute neceſlity to keep faith with this ſet of men, upon 
whom rthe-evedir of France has depended: for many ages: and! as 
the profits: they uſed to make were very great, miniſters knew by 
a ſort of inſtinct, when they had gained enough; and in clearing 
their accounts; in the uſual way, a ſufficiency was left to ther, to 
repay what they had borrowed from others. et 27h 
Perhaps the parliament thought, and perhaps with reaſon, that 


in the main it was cheaper to borrow in this way, at ro per cent. 


than in the Engliſh way, at 3 per cent. becauſe of the great facility 
in paying off the debts which attended it; but this is only à con- 
jecture. That there was however a contraſt of ſentiments be- 


tween the parliament, and the miniſter of the finances at that time, 
who had contracted | Engliſl ideas of credit, is moſt undoubted; 


and it was this contraſt which brought on the bankruptcy in 2559, 
when the ſinking fund was ſhut up againſt the creditors by an act 
of power. To judge of the fentiments of both parties with can- 
dour, let us then examine the plan of — geen be 
one, and by the other. | 

The miniſter, M. de — nd to ts Es to lei: as 
a ſolid fund of credit to borrow upon, a general ſubvention, as it 
was called, over all France; or in other words, to make the re- 
partition of a large annual payment, over all the cities, en 
villages, and ſuburbs in FrancdeQ. 

This was to be divided according to the ſuppoſed ie wo 
quantity of circulation every where. Every diſtrict was ordered 


to report to the King's council their opinion concerning the partt- 


cular mode of raiſing their proportional part of it, in the beſt way 
relative to their ſituation. This report the council was to examine, 
and to approve or amend the ro given in, accord to in- 

formation. 7 
This was perhaps the beſt, plan of taxation, if properly execuced, 
thas ever *** been thought of, tor a nation n under a regular 
ö 751 admi- 
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adninifiration bf goverment, and accuſtomed to pay:confiderable 
e ne- „ eit cen det g % H gon man ins 
elt e inconvenience e attending all general taxes, which 
never fail to affect unequally different places und diſtricts. It ad- 
mits of a prudent mixture of exciſes, with taxes upon poſſeſſions, 
according to the mt_cnal circumſtances of every place. It con- 
fines them to towns, where alone all exciſes at leaſt can be levied 
with propriety. It lightens the oppreſſion of tax- gatherers; | becauſe 
the corporation may employ whom they will for that purpoſe: | In 
a word, it is a tax adminiftred with all the advantages of a farm. 
This tax, the general fubvention, after it had been impoſed by 
edit, regiſtred in a Bed of juſtice September 1759, fell to the 
ground, from the nature of the French conſtitution ; becauſe it 
could not be levied without a ſyſtematic adminiſtration, ſupported 
by the authority of the courts of law, to which the parliament 
would not give their concurrence, for a very plain reaſon; ' 
The general ſubvention being very extenfive, and calculated for 
a fund of credit to borrow upon, was, by its nature, of a ſpecies 
proper to become a perpetual tax, as all exciſes are. The parlia- 
ment of Paris ſeemed to think it agreeable to the conſtitution, 
which they are ſworn to maintain, to preſerve at all times in their 
hands a certain power over the King's purſe, in order to prevent an 
extravagant miniſter from impoveriſhing the King and the king- 
dom at once, or running them into the W nee ot 
an infallible bankruptcy. 


This circumſpection of the mem Was repreſer ted in ano- 
ther light at court; and odious parallels were drawn between what 
had happened in England about the middle of the laſt r N 
what ſoon might be expected in France. 

Upon ſuch topics every one Judges as he is affected. 'The mi- 
niſter was railed at by the parliament-party, in the moſt virulent 
manner.” Who vs in the right, and who was in tlie wrong, upon 
the general queſtion, of the propriety of raiſing ſo large an impo- 
ſition, to ſerve as a fund of credit, under a government like that 

5 of 
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of France, I ſhall not here examine. But that a ſolid fund ſhould 
be provided, in one way or other, proportional to the actual defi- 
cirncy of the annual ſupplies, and to what could not be raiſed 
within the year, for the uſes of the war, W 
agreeable to principles. 

This the miniſter had propoſed in the ſubvention, though per- 
haps the plan was too great ; and the parliament, when they re- 
jected the propoſal, ſenſible that the exigencies of the ſtate de- 
manded a ſupply of money, propoſed in their turn, as an equiva- 
lent for the general ſubvention, to coin for 600 millions of notes, 
which were to have the ſanction of parliament for their fund of 
payment; but no proviſion was made for the ready circulation of 
them in the interim. 

Here then is an example where the ſentiments of the French na- 
tion were divided upon the principles of public credit. And this 
affords a good opportunity of reconciling them, and of —— 
the doctrine we have been endeavouring to eſtabliſh. 

The miniſter felt the diſadvantage of the King's borrowing upon 
a lame ſecurity ; he therefore propoſed a ſolid and permanent fund 
of credit for performing the obligations to be contracted with the 
creditors, 

, Theparliament, on the other hand, examined the ſituation of the 
people, who, they thought, were no longer in a capacity to pay 
the taxes already impoſed; and therefore concluded, that it was 
unneceſlary to eſtabliſh any new one. They therefore propoſed to 
augment circulation, by providing a means whereby alienations 
might be carried on, and by that they expected to render the taxes 
already impoſed more productive. 

Both parties were in the right, as commonly i is the caſe in ſuch 
diſputes ; but they did not perceive how their opinions could be 
reconciled. 

Had circulation been facilitated by the eftabliſhmene of a bank 
upon true principles, perhaps the taxes already impoſed, might 
have produced a ſufficient fund for carrying on the war, without 
the expedient of the general ſubvention. 


3 But 
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But the manner propofed by: the} Parliament t to increaſe circulation, 
by paying with paper money, and not providing 3 2 fund for realiz- 
ing it when it came to ſtagnare, was an expedient entirely, deluſiye. 
The paper would ſoon have fallen to a great diſcount: the remem- 
brange of the Miſſiſippi would probably have been revived, which 
would have occaſioned the locking up of the coin; and the kingdom 
might haye been involved in the greateſt, diſtreſs. and bankruptcy, 

Ihe minaſter ſhould therefore have concurred with the parlia- 
ment in a ſcheme for eſtabliſhing. a bank: the king might fafely 
have entruſted the adminiſtration of it to parliament, and even have 
ſupplied coin from the royal treaſury for circulating the paper. 
But the miniſter, I ſuppoſe, took it for granted, that taxes would be 
paid, providing they were impoſed; and the parliament, that the 
paper und circulate, providing it Was iſſued. 

The reaſonings I have aſcribed to cach party! in this dig pute, are not 
founded upon information: they are only natural conjectures 
which I form from the oppoſition of ſentiments between men who 
were all, I ſuppoſe, well acquainted with the ſituation of France, 
and who reſpectively took part according! to the combinations which 
occurred to them, 

The remonſtrances of the parliament at that time were filled with 
an enumeration of diſtxeſſes, all of which are the neceſſary effects of 
a ſcanty circulation. In the King's edicts there is ſtrong reaſoning 
upon the. principles of public credit. The candour feel in my 
breaſt, while I examine the merits of this important diſpute, will 
I. hope ſerve as an apalogy for all miſlakes in point of exact infor- 
mation. 

The reſult upon the W was what might have. been, ex- 
pected. The ſubvention was dropt, and the propoſal of the paper 
was rejected by the King. 

. » The middlle.jerm adopted by the parties, ſhewed however, I think, 
that. in the main the miniſter had been} in the right; becauſe me 
taxes. were increaſed and paid: had the paper been iſſucd, the ſuc- 
- ceſs, Iam perſuaded, would not haye been favour able in proportion. 
VOI. II. H h h 2 But 


48 AN Nx ro THE PRINCIPLES. Book IV. p. 


But inſtead of a permanent fubvention, a tax of the moſt odious: 
nature was eſtibliſhed,, which; from this very reer 08 there 
was little danger of ſeeing long continued. 

In the preceeding year, a ſecond twentieth petnyapoin podeGlioni 
had been ĩimpoſed, to which had been added 2 ſhillings in the pound 
of the tax itfelf; a new poll- tax upon certain claſſes of the people 
in proportion to the number of their ſervants; an additional duty 
upon the ſtamps upon fil ver and gold plate; higher duties on fo- 
reign manufactures imported; and 20 per cent. on all former duties 
on conſumption. The ſecond twentieth was to continue: untibtw o 
years after the peace; the other duties for eight years longer. 
Notwithſtanding this heavy load already: laid upon property, 
me parliament, rather than conſent to the ſubvention, agreed to 
impoſe a third twentieth penny upon poſſeſſions; and to render 
this tax more productive, additional poli-taxes upon place-men, &c.. 
were comprehended in that edict. Thus ended the diſpute: the 
' miniſter. was diſmiſſed, and the edict for the general ſubvention Was 
withdrawn, , 

Beſides the ſecond and third reenciech penny; Kn augmen- 
tations of revenue were obtained during the laſt war, which I ſha!l 
preſently mention, two of which, for their We I thall Mair 
explain. 

The clergy of France, ſtrongly preſſed by the King, a dy 
his parliaments, to give in a declaration of their income, in order 
to be taxed at ſo many ſhillings in the pound, like other ſubjects, 
after many evaſions, at laſt ſucceeded in diſappointing the ſcheme. 
They offered an extraordinary free gift equivalent to the two twen-· 
ticths, to be paid annually until 1765, and this was accepted. 

The ordinary free gift of the clergy is at the rate of a million and 
a half of livres a year; this they doubled and paid at the rate of 
three millions a year, which we may conſider as two ſhillings in 
the pound of all the ctergy poſſeſs in France which makes their 
revenue to be about thirty millions a year, um | believe en not 
far exceed it. n 


The 
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The other branch of revenue is ſomething analogous to7acircum- 
ſtance in the hiſtory of Engliſi taxes: dt was called an extraordi- 
nary free gift to be paid by every corporation in France: Charles I. 
had a very exact valuation put upon all England, when he propoſed 
to levy ſhip- money. This was found ſo correct that it ſerved. for a 
baſis to regulate the diſtribution of che ſum of 100 _ _— paid 
to Charles II. for his courts of wards and liveries “. a 

In like manner the King of France had a K — efimace | 
made of all France, when he formed his edict for a general ſub- 
vention, which had pretty much the fate of the ſhip- money. And 
though the parliament refuſed their conſent to the great ſubvention, 
they agreed to eſtabliſh the * of = in ee 1759: which 
ſee in the note f. ; | bmp od 


. Davenant' $ ; Ways and Means, Article of kita Abet | 

+ This free gift was impoſed upon all cities, towns, boroughs, villages, and ſuburbs, 
n France. And thoſe lying within the Juriſdiftion of every Intendant were N 
in one ſum, leaving the repartition of chem to thoſe magiſtrates, 28 the cuſtony h. 

For the generality of Amiens „ 153 300 

Fot the generality of Orleans « "< 3236 000 

For the generality of Paris? 1378 00 

For the generality of Chalons ' '>' |» // 20090 

For the generality of Poitiers 265 200 

For the generality of Soiſſuns 60 % — 

For the generality of Tours tate d H nent 

For the generality of Rochelle den 131 800 . 14 OLE! Xt? 

For the generality of Bourges | A N en ' 

For the generality of Moulin JW a tC 91779 1 3437 

For the generality of Riom  - - 1463 8 _ 

For the generality of Lyons. . X 397 454 


F r the ralit of Artois 5 10 o | 
9 erg 0 i $1 FOE» 7 { hin LBC 9 | 2 4 Stier 


dum tom 3690 7066 L16018 8 
The duties impoſed, by this atret are to be levied upon all clades of the people, nobi- 
lity, commons, cletgy. even nuns and monks; no exception iy made except in favour 
of * for their own conſumption only. * iin 
H h h 2 This 
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This tax; ſmall as it is, un le of-infinize conſequence/in times 
to come. The great difficulty of raiſing taxes is in the beginning; 
and if the levying of this" trifle in every city, town; village, and 
ſuburb, in France, be carefully conducted, with a view to: ſubſes 
quent augmentations, and if it be properly diſtributed upon every 
branch of conſumption and revenue; nothing will be ſo eaſy tothe 8 
King as, by his own private authority, to enforce a graduab dug- 
mentation of it, and perhaps in time to abſorb in it, een or 
at leaſt the greateſt part of the revenue of his kingdom. 

- Beſides the two twentieths, and the free gift of the cities, ſeveral 
other taxes of leſs moment were either impoſed, rene wed, or conti- | 
nued for a longer term, and then ſold for raiſing money for the 
ſervice of the year, viz. 

19, Five years of the free gift of the clergy of France, amount- 
ing to 15 millions, were paid down at once by that body. 

2do, That of the clergy of Alſace, paid in the ſame way, for the 
ſame term, produced 3 millions. 

3tio, A duty on firewood, &c., in the city of Paris, valued: at 
3 400 ooo a year, ſold for 7 years, for 10 millions. 

400, Another duty upon the conſumption of eggs, butter, &c..va- - 
lued at 2 400 coo, ſold for 15 years for above 30 millions. 

5to, Alike ſum got from the farmers general, for allowing them 
to raiſe the price of their tobacco 10 per cent. for 10 years. The 
annual amount of this I do not know. f 

6to, And in the laſt place, the third twentieth penny, which pro- 
duced 36 270 000 a year, was ſold” for the two years for which it 
was impoſed, for 60 millions. 

Thus, of all the impoſitions raiſed during the laſt war, the ſecond 
twentieth, and an epitome of the ſubvention raiſed in all cities, 
towns, villages, and ſuburbs, in France, remain unalienated. 

In order to throw all the light I poſſibly can upon the preſent 
ſtate of that nation, I ſhall next briefly recapitulate the extent of 
the annual ſupplies raiſed for the ſervice of the different years of 
the war, from 1756 to 1762 incluſive; in which I ſhall point but, 
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as welt as J can, how this third branch of revenue was, appro- 
priated. 

It is in this manner only I can communicate to the reader what 
can gueſs concerning. the preſent ſlate of that nation, Could we 
know, as with us, the amount of taxes, and outſtanding debts at 
every period, that detail would be unneceſſary. | 

The extraordinary grants. of 1756, amounted to 121 raillions, 


5 377 77174. ſterling. . 
In October 1755, the farms of. almoſt all the taxes were ATP 


Upon ſuch occaſions, it is uſual for the farmers to advance ſums 
in proportion to the extent of their farms, for ſecurity of the leaſe ; 
for which advances the King, at that time, allowed them an intereſt 
out of their yearly farm-rent of 5 per cent. and the ſums advanced 
were appropriated for the ſervice of the year 17 56. Here follow 
the ſums advanced upon the ſeveral farms. 


Fr. money. Sterling ditto. 
3 lieres. IJ. „ d. 
1. Upon the general farms, after 
repaying what had been ad- 
vanced upon the former leaſe, 
nett into the royal treaſure - 40000000 1777777 15 64 
2. Upon the farm of the pr of | 


France - 3 000 000 133333 6 8 
3. Upon the farm of the a | N £8 
upon leather - - = 1000009 44 444 8 0. 


4. Upon the farm of the paulette 1 000 000 44444 8 10: 
5. Upon the farm of duties on 

gun- powder and ſalt- petre I ooo ooo 44 444 8 10; 
6. The farm of the market of a 

Poiſſi was ſold for ſeven years, 

= - - - 15000000 666666 13 4 
This ſum was the price of the to- 

tal alicaation of the duties col- 


* 


E ˙A «« - _ — 


Carry over , 61000000 2711111 2 2 
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” Fr. money. Sterling ditto. 
5 livres. I. 8. d. 
Brought over - 61000000 2711111, 2 2 
| lected in that market for the ELTON 
whole time; which duties ſhould | 
be marked as a branch of reve- 
nue; but as the annual amount 
of them cannot be aſcertained, 
it is here thrown in as an extra- 
ordinary means of ſupply ariſing 
from the ſale of a tax. bY 
7. Beſides, thoſe caſual ſupplies 
ines the new farms, . there was 
| levied this year, for the {ale of 
| five years revenue of the free 
t gift of the clergy of France, to 
1761 excluſive - - -, 15 000000 666'666 13 4 
8. And for that of Alſace - = 3000000 133 333 6 8 
9. Raiſed by a lottery, for which | 2 | 
the annual ſum of 3 800 000 was 
| ſet apart for 11 years — - 32000000" 1422222 4 54 
10. And for the ſale of the duties | | 
upon firewood, &c. in Paris, for 


(LO. 135! k 169 11 
nn 


a. 


| 7 years — 93 Io ooo ooo 414444 8 to! 
Total extraordinary ſupplies for | n gag; 
A 000 5377777 15 53 
| 228 7 er 


| The ſupplies for 1757, amounted 
| to 136 millions, ( 6044 444 ſterl. 


1, Two lotteries, for which were 
appropriated, for the firſt, 
3 809 000 during 12 years; and 


7 for 


£ 
: 
: 
| 
: 
N 
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for the ſecond, 4 £00 000 during 


11 years. Theſe ſums were an-- 


nually to be drawn, and paid 


Fr. money. * 
livres. 


every year; for which was paid 


to the King, for the firſt, 36 mil-. 


lions; for the ſecond; 40 mil- 
lions; together — 
2. The ordinary revenue was 


charged with 6 millions of life 


annuities, at 10 per cent. ſold for 


The ſupplies for 1758, amounted. 


to 135 millions, C 6 ooo ooo ſterl. 


1: The firſt was a loan of 40 mil- 
lions, upon a perpetual annuity 
of 5 per cent: propoſed to be paid 
off by way of lottery, at the rate 


of 3 200 ooo yearly - — 


. 76 000 000. 


40 000 000 


2, The King obliged thoſe who: - 


have hereditary offices propor- 
tionally to purchaſe additional' 
ſalaries, to the extent of 1 mil- 
lion à year, at the rate of 20 
years purchaſe, or N what 
they had - - * 
3. The additional 10 per cent. upon 


the price of tobacco, was ſold 


this year to the farmers, for + 


Carry over 


20 000 000 


30 000 000 


90 000 000 


Sterling ditto. 
1 1 


3377 717,35 6x 


2 666 656 13 4 


——f ͤ—— — — 


5 6044444 8 107 


Cc 
7 — 


— — — . — ——ꝛ— 


2 


1777717 15 6; 


388 883 17 9. 


4 1 


1333333 6 8 


3999 999 19 113 


v& 4 . ne 
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2 £7 ym fs 7 4 
13 * 


2 73 2 * 
| Brought over 
4. The ordinary revenue was. 
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Fr. money. 


livres. 


90 000 000. 3999999 19 11; 


charged with 3 650 000 lirres, | 


life-annuities, upon two lives, 
at 8 per cent.; ſold for the ſum 
of 2 2 2 -- 


The ſupplics for 1759, amounted 


to upwards of 194 millions, 
8652 923 ſterl. 


1. The firſt ſupply for this year 
was the epitome of the general 


Sterling ditto, 
& > 


\ 


» < 
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ſubvention, called an extraordi- b 


nary free gift from all the 


cities, towns, burgs, villages, 


and ſuburbs in France .- - 


2. 3 600000 livres of perpetual 
annuities, borrowed upon the 
| general farms, at 5 per cent. un- 
til reimburſement, ſold for 

Theſe are called the contracts 
upon the farms; each one 
thouſand livres capital. 


3. The free gift of the clergy, for 


five years from 1761 incluſive, 


_ ſold at once for 5 mes 


4 The, ſecond twentieth Peony, was 


produced for this War- 


* 


Carry over 5 


Fa 5999 999 19214 
3692786 164 034 18 8 
72 oοοοο 3200 00 — — 
160057000 | n 2 2: 
eee 244 © 2072 


: . r 1 
ee 000 900 T55 $55" I 


126 690 786 


5 630 70 11 11% 


The ſupplies for 1760, amounted 


to above 251 millions, { 11 186 430 
ſterling. 


1. The Paris-duties above men- 


tioned ſold for 15 years 


30 283 gov 


2. The zd ſhilling in the pound 


ſold for two years, for - - 
3- The 2d ſhilling a chis 
yo” = - 
4. Raiſed by 8 annuities, 


72 349000 


35 000 000 


at 3 per cent. ſecured on the Kings 


ordinary revenue * - - 


Carry over 


60 ooo 000 
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Fr. money. Sterling ditto. 
livres. JI 2 & 
Brought over 126 690 786 5 630 701 11 112 
5. Sold to the magiſtrates and ä 
"ow of colleges in ſome towns 
in Flanders, ſome branches of 
their own taxes, for - - 8000000 355555 11 1: 
6. The ordinary revenue was 
charged with 3 millions of an- 
nuities, called tontines, fold for 60 oOo 2 666 666 13 4 
194 690 786 


8652923 16 5 


-» "> "TIE 


1345951 22 
3219111 2 22 


Inn t 


2666 666 13 4 


- 197623900 8783 284 8 no; 


* When the bad conſequences of ſhutting up the ſinking fund were diſcovered, the 
King opened ſubſcriptions, ſuch as were the tentines of the laſt year, this of 60 
millions, and one the next year of 30 millions; in which the diſcredited paper was re- 
ceived, in part payment of the fam. This | ſuppoſe is the reaſon why the ſupplies of 
1759 and 1760 appear ſo high, and alſo why money appears to have been borrowed 
at ſo low a rate as 5 per cent. upon tontines, and 3 per cent. on article 4th of this 
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year; 
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,onib gnilt9ze ono x7 Fr. money. Sterling. les. 
5 2 1 Mui livres. 18 
1 8 Brought ower 199 623 8 783284 8 95 
5. The free gift of the cities, &&7*136yo 587 "r6geypay 6 
6. By a lottery at 5 per cent. where Sager doyt 10 

the diſcredited paper (the paß) 


ment of which was ſtopt, When 


the ſinking fund was ſhut up iin ot 
1759) was taken in payment for A3qGEG 
one half, was raiſed « v9 56 506 060 2 222 222 ff 
7. Borrowed from the officers f YN þ „un 
the town-houſe of Paris, at 5 per | © Sgiliun 
»*cent. ſecured on the ordinary dinary re- | e974 
WT,” OIL in 380 090 16888 17 9 


1 CT 5 ö. ; _— N 
01 © ares . C©LO 000 85 3 6 


— 


251 >51 694 687 17 786 43 ploy 


2 "— 


The ſupplies for 1561, exceeded 6b ont 
millions, L 5 364034 ſterl, + | ET 1 


1. Charged upon the ordinary re- 
venue, 200 000 livres a year 
upon lives and other annuities, 
at 10 per cent. in favour of the 
order of the Holy Ghoſt, fold for 2 ooo ooo 88 883 17 7 
2. Borrowed on the duties upon * ct 
leather, at 3 per cent. - - 30999008, 5 1 333334, 15 8 
Theſe were the annuities 
which were ordered to be 


IT MUERNE 90: ON. ind 2774 Mt 


* 


n99d bai loi, efiinst 41h T 


— — — 
ite Mon 74s g 


rm 10 51 — on 101 LED 15 918185. 


year q decauſe che imtereſt aj chat part only which was paid in ſpecie is ſtated a; betitbe 


n err which 8 paid out of the firſt tu en- 
tech. Wee 1390 FN 1 


"1-174 


N. 
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_onib.gnili93e: nom 1 Fr. money. Sterling ditto. 
b .ez ol .2oTvil livres. I. s. d. 


'o3 8 - þ8 +: Brought wer 33999 999.4111 422 222 4 5% 
0 6 * aii 9111 10 lig git cit 2: 
of 1763, at 20 years purto vd nn ns 15 „ 0 6 HD 
chaſe ; and Which, I — v1) 19qsq b93ibsr35tib 
poſe, had been ſubſcribed, , 
for, partly, in diſcredited Uri bunt guiAcul od 
Paper. 1 1191 V&q ar nods) egw (977) 
3. Charged on the ordinary reve- bali eew led an 
nue, 4 millions a year, for an- 
nuities at 8 per cent. upon two. 
lives, ſold for tl wt 


wa ® WO HA 4 = 


490. 1 21 (5500 ff 10 1419 


{13 M01? DIWorod 5 2 


rt 14 210 N 2719 


go des os 4 223 243 4 52 


- 8 3D 
82 000 000 4 644 444 8 10% 
4. . Beſides theſe ſums, there was 
the amount of the 2d twentieth, 
and the ſmall ſubvention, or 


free gift, which continued to bee ou ot 


applied to the current ſervice, 9! ot 
as they had not been ſold I + 1nibzo Od noqu banned) +4 
AA 38 690 787 1719599, 19, 8 
| nr 7910 bz 29vH nogny 
Total 129 699787, 6364034 19627 
8 ; % PTOY TON 4 OT 301 To 290% 
The fupplies for adit exceeded 199%” 22913 507 a9 apwaroa”, 
millions, £ 7 076 923 ſterl. as doc e 36 le 
nenne 511. 17 31911 
1. The farms which had been let | „ 
p 50d 0) byY19I 6G $19w n 
in 1755, came to be again re- 
newed this year; from which 


arbſe a ſum for the fecurity of ©? 
them eo big es (dv 00 Bgj2zogObO)) 53697 777 ˙¹5 6. 


n Fit 901 to wo hieq aw ide bod hetero bar me 
Carry over 83 200000 3697 777 5 * 
E223 


$88 AN INCMIRY ONTO THE PRINOIPUES Boo 
aslq 51.03 gaib1093s No bigq nor Sterling dito. 
qm eg 29.7 + nn eng 16 mi og e 15 0. nh. bid 
Il 328 411 2 1 8 — - 
e IAN 26 Brought over 83/200 w60\!- 3697 777 159164 
2. There was! no borrowing | ig 147 1h Simone ood 
aft] year of the war.” Phe ſe- 109129 ent 157ts 38 boot 193 
Acebnd twentieths, hie never had mu} ic ον,ðt as bog 
been ſold ; the third rwentieth, w ile Io # Ly 7 nn 
Which this year became free, s ! 
it was impoſed '!2-new for two 00797 
Ogyrars more; and the little fremn 28 FONT 


eee. bas; NEN B Modul 
made together an N eee dee T1519 ee 
*am of” | = geo; BogeyOh ©! 1g YIWRGOne Tag 
oni 2141191 nat 11 1 | 
r 159230787 7076923 17 45 
rr Sr 
Recapitulation of the expence of the feven years of the War.“ 
— di Bog eig 8 dee ofy Fr. money. Sterl. ditto. 
— — — livres. J. 
For 79515 * — 21421 ooo 000 5377 78 
For 175 ů²7ꝙçßö ꝶ ꝶvq ibn 136 O 0 6 044 444 
For 1758 - - -/ » | 135 000000! 6000080 
For 1759 - - — 19469786 8652 924 
For 1760 - — 3 2351694687 1118637 


WH r tr de % be - 120 690 787 5 364034 
— — — - 1592307879 7076924 
3 DEE (10 ung irrt 

— þ desettee 501 Nees J. 


1 118 30 e 5 


Having gathered e from the beſt information f can, the 
amount of all the extraordinary fupplies raffed it France fake 
fervice of the laſt war, let a3 Tuppoſe, that at the peac: n p 


— — 000008 ooocooBar +» Wo 1631469 K 1101 221191} —_ 


K. The Sterling money, in this recapitulation, is reduced to the neareſt integer, 


1 1970 YT16%) 


any 


gener Moon Off OKINT Gar OrGO NOMB yr , noe. 
any capinals./borrowed:dadcÞeen paid off, according to the plan 
laid down for that purpaſe at the time of contracting. Let us ſup. 
poſe; I ay, that all the lottery funds and life: annuities, as well as 
thoſe annuities which were intended to be: paid off by way of lot 
tery, ſtood. at their full extent, without diminution, at the peace, 


and then calculate what ſum of debt ſhould have remained upon 
France in conſequenee of the waer 
As for the ſums raifed, either upon newieg the farms of the 
revenue, the amount of new taxes impoſed, or ſuch branches of 
them as were ſold at once for a ſum of money, they remain no 
debt upon the King; and are therefore to be conſidlered (as they 
really were) extraordinary reſources drawn from the people, with- 
out aaa . or en 


0 Mu 
Fr. money. Sterling ditto. 
livres. W 


Theſe fams collected from the 
above ſupplies, and laid toge- 0209479 vil} to nonsliniqe)gh 
ther, amount to — 320 926948 23 152 308 16 — 
44171] . 
Let us then fate the whole of > N 
the ſupplies as above — 1118 307 047 49702 535 — 
And from thence deduct the ex- i c 92 
traordinary reſources drawn 0,01 101 
From the people, as above, to . 
. Aer — tende. 23 752 30h . 


There-will remain 8 capital of 530380 100 ame, 4 * 
vorrowed 'money” | | 2 wy 
Of this the life-annnities (charg- 19901 b519d189 gnivert -* 
Jl ed pon checardinary revenue). 106113 2111 Us to 1agoms 


7 form q. capital of 16 163 Ale 6 1 99089, 19 644 444 » 5,195 
The lotteries form a capital of - 108000000 4800000 — — 


iht Nona: och o byyubon ei ,novs!wiquza al AL 22202 agiize dl. * 
. Carry over 325 008860" 4 44444 8, 


* * d INTO THE, FRN SAHL As Boop IV, Pr 


nnd len n Sterling ditto, 

| -7 2 4 op WT, * L 1 d. 

Beough ber  - 325000 000 ion 8 105 
And 1 a ca- 

pil of. 3 - 1" 212/385 100 12 105 761 is 6 


— Y Fo K 
7 F o S CC * — 4 15 7 J L 
— % Wy % : 


2 — e 597 38/100 46350366 45 


8 amount * at forma — 
either the capital or the intereſt. | 


Fr. money. Sterling ditto. 
i W TW Vi 
For the life-annuities until extin- 

; guiſhed, n Sather. g wor D 19.) 
nary revenue 216 200 000 720 000, — — 
To: diſcharge the lottery fund, ini 1b ahn \ 156001 
la years at moſtt 1 6 15.555 11 12 
Suppoſe the perpetual annuities Ol di\s F Otten £9} 
all at 5 per cent.; inle 8 ' 605 288 17 91 


* 


Annual ſum of intereſt e © N 419000 1840844 8.104 


{1 wJ 


Let me now draw up a ſtate of the taxes raiſed for defraying the 
expences of this war. In that I ſhall only comprehend ſuch ar- 
_ ticles as exiſted at the peace, unſold: as for the other, we may 
| conſider them only as expedients'for raiſing money for the current 
ſervice; but which, in time to come, may ſerve to augment che 


revenue. ö 213 10 e e 01008 246 01 
niert 00 Ong Oh — . - A 
4 


bh91611491qqQs 9HM9%ILG &1 nee 
ION 92111 qu gaiqu9d 101 


8 0. Let 52 ©00 QOLS ! 3 eo>plgq loyot 9000 11% 16 
* © | A ) O1« OOO ON 82 0 1970 7 16) Third 


nee 6V'FOLLFIENE ee * . 


onib gail * dsl "TOWN YY 


$ 48 14 1 
on ert oe 


Sterling ditto. 
F 41. 8. d. 


24 tw 33 never alien- 7 a _— 10 lung 
| 2 33 0000 Ig55555 11 12 
2, The A wendet, impoſed for ovods en iis ml 
5 7185 the years 1762 and 1763, not es 
alienated - - - 30000000 1333333 6 8 
3 The free gift of the e 110 acm och 93 225 au fol 
© towns, &c. never alienated _ 3690 1786 _—_ eee. 


68 690 78) 3052923 16 52 


(0111399 Tn eommnng TT 577 Tot 

Let me now proceed to the fourthgentral brunch of caxes, r of 

money raiſed upon the people of France: 10, To the profit of the 

farmers: 2d, Towards defraying theiexpente of collecting the 

three foregoing branches of revenue, which amount to about 

403 millions: And 3ti0, To pay what is appropriated! WTO 
n within the — here to be ſpeciſide. 


Fourth general branch, a 
„ | Fr. money. Sterling ditto, 
livres. I = - 
J. Firſt then, the net profits of all N qu mb Wort Sift 194 


the farmers of the revenue are | 26W t 230090425 
calculated to amount to about - 17 2 ( eee 
2, The IRFUGF of. lexying all, the ＋ 5244 28 110 d 13bilnos 
keyenue 18 calculated to amaumm Sat 1H fn Mt 110d oil 
to about 10 per cent. of the whole; 300271 
inde - - - 40 300 0 1791411 2 22 
3- There is a revenne appropriated 


for keeping up the water-works 
at all the royal palaces - 1 200 000 53333 6 8 


8 _ * 


ound Carry ow er 58 740 00 2610 666 13 32 
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e pays eee ban rn 
0. e ff 8 n lies. 1. 6. d. 
Brought oer J 740-060 | re * | 
| has to = invalids, St. Cir, and for L 
the hotel miltaite- e 7 300000 1e Kues 
There are tares impoſed fer 
clothing the militia, to the a- . 
mount of Te. Wen 168 888 17 9 
All che towns in prangt W bo = Pa © 
ticular branches of taxes ,appro- 
1 
priated to themſelves, for pave- | 
ment, buildings, &c. and for _ i ad | 
maintaining the ed, a hid” e ary - 
amounts to 15000000. . 666 666 13 4 
And the duties levied in the courts oh 
of law for ſentence money, emo- 
luments to the judges (epicet), lee 


and expence of een the = $a 


At [el *HiieH Ri 11 


vaſt ſum of . + 6 27 009 900 | 1,209 009, vn * 


Fo Lo 
111 840000 4979666 13. 31 


4 2. va. LES a5 * * 


r 


* * 
1 * £ * 
11 ; F 14 
1 4 : 190 


- 
17 
4 


31110 
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rormerly, all che hag? of the courts of juſtice had falaries paid 
out of the King's revenue. Theſe were inſenſibly diminiſhed in 
every reign, and thoſe court-fees were augmented in order to fill 
up the void; from which the greateſt oppreſſion enfues., 

If to the fum in this laſt article we add 22 millions above ſtated 
as àa charge upon the ordinary revenue for ſalaries to firſt preſi- 
dents, &c. and other expences of the law, we ſhall find that the ar- 
ticle of juſtice alone coſts near 56 millions of Tivres, a year, to the 
public. Thie greateſt part of this ſum ſhould be cofdered ts the 
intereſt of money borrowed by the King vf Trihle! the capitats 
FhereoF are till outſtanding; and if the capitas eL Pall off, a 
great augmentation of income would ariſe from, it., But the bad 


i 4 / | i fooving 


* 

foouing upon which dhe cedit ſtands, renders even this burden 
expedient on ſome occaſions; becauſe the King can oblige all thoſe 
who have ſuch hereditary offices, 40 m an 4 8 1 
— aol ſalaries. bas 43 24 t 

To conclude this enormous ä ks. 
dom of France, we muſt not EINER which mer 
Wan * i in 


Fr. money. oe" Sterling ditto. 
. . . | res. Nin jþ 16 + d. 
I, What is paid for bulls, diſpenſa- Wenn 
' '- tions, bapcifins and bai, em 
the pope, biſhops, and inferior S ² ¹·àA Fp; vcng.s 
clergy, very ner l0o ooo 444 444 8 fo: 
2. For the ſupport of hoſpitals, a eee NAA 
| ſort of poors rates = 11500000. "nt 224 


3. To branches of impoſitions, of 
various kinds, belonging to pri- 
vate people, peers of France, go- | 
vernors of provinces, and officers 
of all the royal juriſdictions 
within the kingdom - 20 00 % 688 988 17 95 


General recapitulation of all the money raiſed in France by public 
Authority, for n purpoſe employed. | 
dw Ra ute wt aan eee Sterling dito. 

t inet nin Bank wa 95 livres. | eb 8. d. 
1. The King's ordinary revenue as N ov : 
it Kogd. at che peace 1762 * 12546666 15 4 


4 44 


* 
n 6.8 


— — 


et uf 11: LCarry over n — 14872800. 0 0 
vol. u. Kk k 
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1 5 ,29ivik | », Hopes. 372 Wo” TY 1 
Vong orer "$34 638000: Fe ct 0 
eee eee In. Bi 1 S157 
on account of laſt war, and fer Loa 
the payment of debts then cage 0  o1e ts 
tracted, not ſold at the peace 6pm: bers pag 25 $3 
4. The expence of railing the taxes, 
and emoluments of the farmers, 
| with other branches perpetually : 
. appropfiated for deffaying ww” b Mie ein 
gular expences = * - 111840 497 666 13 4. 
$ 177 paid to the church, poor, Wen (7 is 57 
an N perſons - 41 500 oo THEO > Boos: 
Sum tales isles, 556668787 24740834 19 67 
Charges, or approprtations fans. x 


1. Charges upon the ordinary F 0 
venue per liſt above by 236 og o 10491111 2 27 
; 2. Ditto upon the ſecond general | 0 
| branch per ditto. 1 55 690000 24611 2 2 
8. Ditto upon the third general! boi 
branch for lotteries and perpetual | 3 97 
annuities conſtituted. during t the 
War: the life-annuigies being. | 12 tio EHο Off i 
already charged in article it *. 25 8e hs — — 
5 Ditto upon the fourth general 1903 VOM. Is 1994 ei yonom; 
branch totally exhauſted inde f 840 4 976 666 13 4 
5. Ditto upon the fifth- general 90t9d NEH gvifiu bor 


branch ditt 3 e 04% $88 6% ôf 844444 8 10 


1102 Ch pred fs 11 &l Jing o 
= 2 ct ef 4 217102 * 1 kT 


17 


Se Garry ,“, po dg os asu (151 


N23 
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oh guilt nm Fr. money. Sterling ditto, 
ty, «Q 4 » CLIT? it "oh livres. ; J. 8. d. 
2  Broughtover 1; - 470 299.999 (29902177 I5 6 


There remains (unappropriated) JH erben naar. 
for all extraordinary expences o bun i Hal 0 ns an 
ſtate, which compleats the ſununn os 

total af what is raiſed in France - 86369787 3848.65) * — 
; "556 668 787 24740834 19 6 
—— — 

In chis light does the ſtate of * Erench affairs appear, from. the 
ſketch I have. been able to give of it. PENCE: =? 

Had the ſum of 86 millions, remaining as unappro riated at the 
peace, been any way ſufficient for paying off claims which have not 
appeared upon the ſtate we have given, and for al 11 extraordinary 
expences, the credit of France would not have been ſo ſo low as it then 
was, and ſtill· continues to be. en 

The expence of a kingdom muſt N Reger exceed the amount wer 
all regular and permanent inſonm. unt. 

At the end of a war what great ſums of debts unprovided or are 
conſtantly found! Taxes alſo, when firetched as they were, and 
impoſed in ſo great a proportion upon, poſſeſſions, in reſped of 
what was raiſed upon conſumption, muſt always diminiſh i in their 
produce; but the expence and charges never fall ſhort. This is 
more eſpecially the caſe in a country where } Paper eredit i is not effa- 
bliſhed. enn 

rhe conſtant complies for want of money te to carry on * 
tion in the time of War, is A. proof of i it - When pe e urns, an 
money is kept at home, then all taxes a e Teadt ly Paid le 
and half the burden of them is not felt, although they de more 
productive than before. ee ee ee 

As I ſaid in ſetting out, Ie do not pretend that the accbunt' f have 
given of this dark affair, is in any degree ſo correct as to Bitty a 
French-minifer; but it is a rough ſketch, „Which contains the ge- 

Kkk2: | neral 
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Seeiſtaceof their affairs h and eee anyimun's- vile, Nhe 
is better informed, he may correct it. and thereby bring on a/ fart 
ther inquiry imo the true ſtate of the aueſſion. To: [Ft [i 97 227 Zu > 
What intereſt a nation, Which is not in ag; actuab ſtate of hangt 
ruptcy, can have in concealing its affairs, cannot find out, hiov- 
much more then is it not the intereſt o a mighty kingdom, which 
poſſeſſes: fach. amazing reſources, to expoſe: its fituation in fair 
light to the world, to which it muſt, upon all occaſions, have, xe- 
cdurſe for aſſiſtance in point of credit? 12113 n 111t g 
Of the many branches which compoſe this great national revenue 
of above /S 5e millions, there are ſeveral articles which muſt of ne- 
ceſſity be cut. off. ſo ſoon as the debts are brought into a regular: 
torm. The double poll-tax is moſt oppreſſive on the poorer ſort, 
and'therefore wis im poſed only for a time: the three twentieths, 
as they are levicd, are e hap upon: the SGT: ae of, the 
people. Loot oi o 10 3:1  426i1+h ode 
»i\ Theſe: four articles amount, dome. to 58 — If ;we 
deductithis from the revenue, as we have ſtated the account. of, is, 
it will nat only exhauſt che balance of 86 millions, but it will creat 
a deficiency,; upon the whale, of 30. millions, which can only be 
compenſated by diſcharging a correſponding part of the burden of 
dchts, while thoſe: branches do ſubſiſt. ig mo) agi il dr 
But then the ſame: reſources, are pen upon every new: eme 
gency; and as they have now begun to be collected, e 
mort caſily paid at another time. D 1:3 no. £4) 115 bnd 
Beſides, what an acquiſitian will be mt to the revenue by hp 
-extinQion of 16 millions of life annuities, and by; the expiration: of 
ſo many anticipations of taxes fox terms of Fears Da ile n 0 
On the other hand, it ia not to be ſuppoſed that the King will 
continue to demand of the clergy, above a go 999) livres a year. x 
one ſhilling in the pound upon their beneſices. That body is be ; 
coming daily more and more indebted, by the practice introduced 
af late, of making payment of their free gifts to the King, by bor- 
rowing the money, inſtead of paying every one's proportion out of 
7 his 
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his/benefice; His in timerndyiobligs them to accept of: penſions 
for their beneſices, aud to make ooονο ter revenue in tithes to the 
King: they will, at leaſt, in one way'er other, become entirely at 
his Mercy, and at that of their oH credit or. 
Before I conclude, 1 muſt ſay e ee eg the enn; 
I6vyitig dle "taxes in Frahec! 1% ods non i e nude vront dou 
The moſt general diſtyithurion len make _ 1 ”y to reduce ; 
under four principal heads. ö. low 511 Oi 1d: 
The firſt comprehends the EY recepter; ene taille, as 
Hnd-tax, the cap:tation, or polkrax, and all the twentiaths. / Theſe 
are adminiſtred by the intendants of tlie provinces, who. both 
make the diſtribution of them upon the ſubjects, and who levy 
them by officers under their direction; and for the expence of ler 
ing, is ſuperadded to the taxes, 10 prr ciui. upon the whole. When 
they are collected, hey are paid in to the receivers general at Paris, 
who deliver them in, and account for them to the royal treaſury.; 
"The ſecond comprehends all che taxes hich are farmed. The 
farmers are veſted with the King authority fot raiſing the duties 
let to them, according to certam fgulationb; and as they are obliged. 
to Keep open books, ine experice of management is Known, and at 
every new leaſe a reaſonable profit ĩs allotvod to them over and above. 
The third branch comprehemds al free gifts uf determinate ſums 
of money, impoſed according to certain reguludons preſcribed to 
thoſe bodies politic who pay em 7 imo vn ieh may be compre- 
hended all taxes upon _ clergy:y' becauſe they levy! them —_ 
Elves. D 207 0) bn UI nomkBop3es is ind 
The four e retentions which the Kirkp malen s 
ef the ſalaries he pays. !'This'needs Ks exptanation;: {110 quo 
What kadihies abfervatioms may be maile on thib head will find a 
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N comparing che ſtate of credit i in the two nations, 100 Arſ 

. obſerve, that it is not ſo eſſential to compare the extent of the 
revenue of both countries, as the reſources they have for obtainin 8 
extraordinary ſupplies in caſe of need. 

WMhatever be the permanent r revenue of a ſtate, we may be very 

certain that the. exigencies of it it will be in proportion; and when - 
ever any extraordinary expence is to be incurred, it muſt be pro- 
vided for by extraordinary means. 
In examining the ſtate of Great Britain and France, we have 
found this obſervation verified, If the expences of the year do no 
more than abſorb the reyenue of it, and if the ſinking funds appro- 
priated for paying off incumbrances be properly applied, In 
ſtate has no reaſon to complain. 

This diſtribution evidently points out how neceſſary it is not to 
confound thoſe branches of revenue which are appropriated to 
Nate expences, with thoſe which ought to be ſet apart for the pay- 
ment of debts and intereſt. This however I apprehend is too 
much neglected in both kingdoms. | 1 

If times of tranquillity be not made uſe of, to diſengage u theſe 
funds which neceſſity, had opened, it cantiot be denied, that fu- 
ture exigencies muſt then ſeek for a ſopply, from. reſources as 
yet undiſcovered. | e ee, 
That nation, 3 which h. s certain branches of revenue 


lying dormant in time e of Peace, has the advantage in point of re- 
:{ources. 11d 10A out Jil uit 595 2091 I111t n 100 
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In his reſpect the advantage hitherto has lain on the fide of 
France; ſhe has had her dixiemes, vingtiemet, and double poll-tax, 
which have never been impaſed except in caſes of neceſſity. 

But on the other hand, Great Britain has a noble and opulent 
branch of permanent taxes, which : compoſes her ſinking fund. 
Mene this employed in zjmes of peace, as it ought to be, it would 
prove in time of was a more ready fund af credit than any France 
can boaſt of. 

Thoſe extraordinary reſources of ane: cannot 'be mortgaged. 
They are ſupplies for the current ſervice ; but they are no fund 4 
credit. Whereas che ſinking fand of Great Britain is always read 
in the mean time to ſupply urgent demands. While this ſubſiſts, 
there is no danger of being abliged to break faith with all the public 
creditors, upon a demand for a million and a half ſterling, as was 
the caſe with France in 1759. The one reſembles a credit in bank; 
the other the rents of a great eſtate. The ſinking fund affords time 
to raiſe new ſupplies, in proportion to the debts contracted ; and 
if theſe, when new, and raiſed in time of war, prove ſufficient to 
anſwer the intereſt of the loan, they will probably do more as they 
continue tobe levied, and upon the return of peace. 

One very remarkable difference between the ſtate of credit in 
the two nations is, that in Britain the object of attention is the 
rate of intereſt ; in France it is the ſpeedy repayment of the capi- 
tal. The great care of a Britiſh miniſter is to ſupport the price of 
the funds: the meaning of which is, to keep the intereſt of money 
low. Did not the price of the funds regulate the rate of money, 
the ſtate would be nowife concerned in the price of them. 
Now the credit of Great Britain is ſo firmly: eſtabliſhed, that ſhe | 
may command money at all times,” Un ſhe will 2 the bog 
tereſt required. 2 

The caſe is totally different in France. Her eredit is not well 
eftibliſhed ; chat terrible Miſſiſippi- monument, of near a thoufand 
milhbilb, Matiling fixed upon the ordinary revenue to this day at 
2! per cent. firſt reduced from the moſt exorbitant intereſt, by ſue- 

ceſſive 
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ceſſive acts of power, after the late King's death, and afterwards 
from a moderate. intereſt to 2; per cent. in the year 1720, is reaſon 
ſufficient to deter monied men from 5 12 to France _ per- 
petual intereſt. 

In borrowing upon life-annnities at 10 per cent. and upon lotteries 
at nearly the ſame rate, for 11 or 12 years, France obtains credit 
for large ſums. She alſo borrows with tolerable ſucceſs at 5 per 
cent. when there is a lottery-clauſe put in, which ſtipulates a large 
ſum to be annually paid for extinguiſhing the capital. The reaſon 
is, ſhe is more punctual to ſuch engagements : they remain con- 
ſtantly under the eye of the public: the ſtock-holders conſider their 
money as conſtantly coming in; and any interruption in the pay- 
ment gives a general alarm. But when funds are ſettled at per- 
| petual intereſt, people loſe ſight of the capital altogether. The 
contracts by which they are commonly conſtituted, are not ſo eaſily 
transferred as other funds: in a word, it is not the taſte of the 
French nation to lend their money in that way, and far leſs the 
taſte of ſtrangers; and the reaſon is, chat as matters have hitherto 
been conducted, it has by no means been their intereſt. 

Before the commencement of the late war, no ſecurity in France 
was looked upon as better than the actions of the company of the 
Indies. This was a fund of perpetual intereſt. They brought in 
to purchaſers little more than 4 per cent. and every body wiſhed to 
have them. Every action bore a dividend of eighty livres a year; 
and the action itſelf ſold from eighteen to nineteen hundred livres. 
The war had not laſted four years, when the dividends were re- 
duced to ene half, and the capital fell to about 70a. 

In ſhort, all perpetual funds in France, whether upon govern- 
ment or company-ſecurity, are very precarious ; and while this is 
the caſe, we may decide that the credit they are built on 1s preca- 
rious alſo. 
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Contingent ae of the Extenſion of Credit, and 2 
of Der. 


H AVING applied the principles of public credit to the flate 
of fats in Great Britain and France, ſuch. as I have been 
able to colle&, I muſt obſerve, that all ſhort ſketches of this kind: are 
intended only to ſatisfy a general curioſity which mankind has, 
to know a little of every thing. Although they may appear ſuper- 
ficial and incorrect, to perſons thoroughly inſtructed in thoſe mat- 
ters, they ſtill. are for our purpoſe ; which is only to take them as 
ſomething approaching nearer to truth than bare fuppoſitions can 
do; and, they ſufficiently anſwer the purpoſe of illuſtrating the 
ſubject we are upon. 

I now proceed to inquire what may be the conſequences of this 
mighty change, produced upon the ,policy of induſtrious and 
trading ſtates, from the eſtabliſhment of credit, debts, and taxes. 

I have, from the yery beginning of this inquiry, occaſionally 
taken notice of the influence that ſuch x change muſt make upon 
the ſpirit and manners of a people. The lower claſſes, who are 
low in forming combinations, do not ſoon comprehend the neceſ- 
{ary conſequences, of ſuch revalutions. Even miniſters have been 
often at a laſs to judge of the conſequences which miglit follow 
upon ſome ſteps of their own conduct relative thereto, although 
taken upon mature deliberation. 

When public credit is employed for raiſing money upon a plan 
of refunding the capital, either by uniform men payments ex- 
cceding the intereſt, or by funds eſtabliſhed for ſinking the capital, 
no contingent conſequences can happen, providing the plan be 

VOL. II. | CF executed : 
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executed: the debts. contracted will be paid, and matters . 
turn to their former ſtate. 

When public credit is ane ale for es money 8 8 
ment of a perpetual intereſt ; or if, whiatever be the plan laid down, 
capitals ſnould not happen to be diſcharged, and that the debts. 
mould: fell continually; in this caſe, the contingent conſequences 
are many and various, far exceeding any man's ſagacity to inveſti- 

te. | 

W we judge of them from what paſt experience 8 we 
may conclude, that, in one way or other, all debts contracted vill 
in time diſappear, either by being paid, or by being aboliſhed: 
becauſe it is not to be expected that poſterity will graan under 
ſuch a load any longer than it is convenient; and becauſe in fact 
we ſee no very old public debts as 1472 outſtanding, where. en 
Has been regularly paid. 

Ihis is a very rational. c from paſt experiences but it is 
only relative to the circumſtances of paſt times. While the debtors 
are the maſters, there is no difficulty of getting clear of debts: but 

if the conſequence of this new ſyſtem ſhould be to make the credi- 
tors the maſters, I ſuppoſe the caſe might be different. Farther, 
In former times public debts were contracted between the ſtate 
and its own ſubjects j but at preſent we ſee that in ſuch loans; / f6- 
reigners, even enemies, are invited to concur: and the better to 
engage them to it, a total immunity is promiſed from all taxes 
upon the intereſt to be paid by the borrowers. Ot tro 

This circumſtance has already drawn the attention of Wend in 
the diſcuſſion of their reeiprockł eoncerns. We ſaw how, in the 
treaty of Dreſden, which took place after the King of pPruſſia's in- 
vaſion of Saxony in 1745, it was provided by the 6th article, 

that all debts due by the bank of the Steuer to that Prince's ſub- 

jects, were to be paid, on preſentation of their contracts. 
We have not indeed às yet ſeen wars carried on for the payment 
"of. debts ; but the caſe may happen, and kingdoms may be car- 
1 oor off upon ſuch a as we as private property. What 
2 chain 
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a chain of contingent conſequenees ariſes from this angle com- 
bination, were this a proper place to introduce them 
But without going to the ſuppoſition of Princes or e 
coming reciprocally engaged in debts, and thereby involving ſuch 
mighty intereſts in the ſupport of public faith, we may eaſily con- 
ceive, that a monied intereſt, of a long ſtanding, may have influ- 
enee enough to operate a change upon the ſpirit and manners of a 
people. 
Leet me here take the example of Great Britain. Do we not ſee 
howithe ſpirit of that nation is totally bent upon the ſupport of 
publie credit? And do we not ſee how abſolutely their commercial 
intereſt depends upon it ? Can it be ſuppoſed, that every one has 
combined all the conſequences which may flow from the conſtant 
ſwelling of their debts? Or indeed is it poſſible to determine what 
will be the conſequences of them ? This however we may ſuppoſe 
at Yeaſt, becauſe we ſee the progreſs of it already, that the intereſt 
of the creditors will daily gather ſtrength, both in parliament and 
without: and if from ſmall beginnings it has arrived at the pitch 
we now ſee, it is very natural to conclude, that, in time, it may 
become ſtronger, and at laſt, that the creditgra of cho nation may 
become the maſters of it. 1 
When any one intereſt 1 0 too 8 the 8 
of the ſtate ſtands upon a precarious footing, Every intereſt ſhould 
de encouraged, protected, and kept within due bounds. The fol- 
lowing ſpeculations are intended for the application of principles 
to neè and unexperienced combinations; where natural cauſes 
may work their direct and immediate eſſects, and thereby prove 
prejudicial to the general welfare, unleſs they be foreſęen in ſome 
degree, and proper remedies;be prepared againſt them, 
Europe was poſſeſſed. by our anceſtors free from taxes; our 5 
thers faw them impoſed, and we ſee how faſt they become mort- 
gaged for our debts. We can as little judge of the extent of our 
credit, as they could of 0 PIO of un ſo large a 
e n 4% Aut noqu Ho baz 
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e the plag 6f impothg takes" Hs been etendes, we foe the 
public 128715 every, « Piel ivihg x vaſt flux of -money, and like 
the heart in the Due 66, een it out again into circula- 
tion, Happy | ſtate e, cquld it de laſting, and were chris flux and re- 
flux preferyed in a due Proportion to all tlie ufes for which it is in- 
tended! But flates BR their vices, as well as private pevpte. 
public 500 ſhould be' proportioned to public exigeneies: but 
how often do we ſee ambition putting on the face of publie ſpirit, 
and animating the reſentment of a nation, under colour of pro- 
viding for her ſecurity ? Hence wars, from wars expenee: reeourſe 
is had to credit, money is borrowed, debts are contracted, taxes ate 
augmented; all this increaſes circulation, which demands a ſup- 
ply of currency: this is procured by meking down the ſolid pro- 
perty. Theſe operations performed, the public money is either 
ſent abroad, or remalns at home: If ſent abroad, more property 
muſt be melted down, in order to fill up the void. If it remains at 
home, it will animate every branch of circulation; and when the 
exigency, which required this additional quantity of money, is 
over, what circulation finds ſuperfluous, will ſtagnate in the hands 
of the monied intereſt, and will either form a new fund for con- 
tracting more dehts, or it will be laid our in the purchaſe of che 
property formerly melted down, which — it; and n, 
will be conſolidated a- new. bavt9: 

Every intereſt in a ſtate muſt influence the government of it, in 
proportion to its conſequence and weight; and every ——— 
mult influence the ſpirit of the people who live under it. 

Now, as we have ſeen how induſtry creates wealth ; how wealth 
and confidence create credit; how credit creates debts and taxes; 
how theſe again occaſion an augmentation of money, by the melt- 
ing down of property; and how this property is transferred to a 
new {ſet of men, who were once the monied- intereſt, and who 
afterwards acquire the lands, and conſolidate this additional cir- 
culation ; does not this chain of confequences repreſent a kind of 


circle, returning into itſelf? And is it not plain, mat without 
2 the 
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the iatervensiam:oß this, engine, the money created in proportion 

ia the demand. fox it, the chain Would cut of, before could 
reach, the tink from Which ir fuſt {et out! ? Wul n not this FE Gul 

of a monied intereſt, into a landed intereſt, inſenſibly inſpire Me 

bulk of the landlords, with, ſentiments analogous | to a mohied in- 

tereſt? Is not that evidently more and more the caſe every day ih 

England? And from this may we not  prognoflicate the marry GE 

public credit in that nauon? _ 

If on the other hand we find, as in France, induſtry in times 1 
peace drawing wealth from other nations, and thereb increafing 
the coin, upon which alone credit is circulated Sore the king- 
dom; and then foreign expence ſending it away in times of War; 
muſt not circulation keep pace with the coin, that! is to fay, be 


cincuumſcribod within the proportion of it ? 714 
I the ſolidity and extent of the French King's ba revenue 


ſhould. afford credit to borrow this coin; and if, inſtead of pro- 
viding a proportional ſupply of currency to fill up this new loan, 
the coin borrowed be ſent out of France; how will the ordinary 
circulation be carried on? MES ar 

Let us here recal to mind what was ſaid in the 22d chapter, upon 
banks, where we diſtinguiſhed voluntary circulation, which is buy- 
ing, from invaluntary circulation, which is paying: we there ob- 
ſerved how paying muſt always take place of buying ; conſequently, 
we may here determine that taxes muſt be paid before buying, that 
is conſumption, can go on. The deficiency therefore of coin for 
circulation, will, firſt, proportionally affect the trade, manufac- 
tures, and conſumption of France, and afterwards the revenue 
which ariſes from them. Is not this the conſtant complaint in 
France, when war carries off their coin? The remonſtrances of 
all their parliaments are filled with it. 

In times of peace, the amount of what comes from the people i is 
greater than in time of war: but then there i is coin ſufficient for 
all the payments; and when they are made to the royal treafury, 


they immediately return into circulation, and no hurt is felt. 
Ilias 
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I inſiſt the more upon this principle, [and I introduce it in o 
many different ways, and under fuch a variety of views, beeauſe 
I take it to be one of the moſt important conũderations im the 
whole doctrine of credit, Aud one whith'T have never ſeen ſug- 
geſted by any French, or Engliſh writer tpon*this/fubje@:;” Many 
are the complaints for want of money; but no method have Leber 
ſeen propoſed for obtaining it from folid property; the "eaſieſt 
and ſafeſt of all operations, when „ee 1 
according to principles. | om i val 

As money therefore is the means of cloſing the chain of conſe-· 
quences already mentioned, and forming it into a circle, as has 
been ſaid, we plainly ſee how, when it is wanting, the ſame effects 
cannot be produced; and confequently the country of France; 
when money. is. confined to the coin, will be very long in adopting 
the ſentiments.of a monied intereſt ; whether r its erke 
in the. end, is not here the queſtion. ; 

We have naw traced the contingent Coliinttes of Wee 
di 0 far as to ſhew how it may tend to influence the ſpirit of u 
people, and make them adopt the ſentiments of a monied intereſt. 

The allurement of acquiring land- property is very great, no 
doubt, eſpecially to monied men. The caſe and affluence of thoſe, 
on. the other hand, who have their capitals 1 in their pocket-books, 
is very attracting to the eyes of many landlords, eſpecially at 
a time when they are paying the heavy taxes laid 3 their poſ- 
ſeflions. | tr 21043 

The firm eſtabliſhment of public credit tends TT to intro- 
duce thoſe reciprocal ſentiments of good-will among the two great 
claſſes of a people, and thereby preſerves a balance between them. 
The monied intereſt wiſh to promote the proſperity of the land- 
lords; the landlords, the ſolidity of credit; and the Wee! * of 
both depends upon the ſucceſs of trade and induſtry. 

Let us now fuppoſe what is actually the cafe in Great n 
that from the ſwelling of public debts an etiormous fund ef pre- 
perty is created. This 1 is formed out of the income of the whole 

3 nation; 
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nation; and as / it has been purchaſed by: thoſe x ho have ay mo- 


ney to dhe tate, in common language it, is included in what we 
call the monied.intereſt ; it is however. very diſtinct from it, as 
will be undanfod, eee e e 1% 10 anal io 
Ihe capital of the public debts is he price which wa Pal for | 
the annuities, due to the creditors, and is now no more money to 
chem than land is money to the landlord. - It may be turned into 
money, no doubt: but fo may land-. 

By the monied intereſt, properly, ſhould be underſtood, thoſe 
who have money, not. realized upon any fund, and who either 
_ employ it in the way of trade, in the way. of induſtry, in jobbing 
in land, in ſtock, or in any way they pleaſe, ſo as to draw from 1 it 
an annual income. While it is fixed, that is, given for any per- 
manent value, it ceaſes to be money; when i it. is called i in, it be- 
comes money again- Let ſtock, therefore, ſuffer ever ſo many 
alienations from hand to hand, it ſtill continues ſtock: it never can 
become land, it never can become money, until it be paid off. 1 
hope this idea is clear, and underſtood. Stock, therefore, I here 
conſider as one great branch of ſolid property; 0 Fas as the 
ſecurity of government is ſolid and good ; and as ſuch, may be | 
melted down into money by banks, as. well as any other thing. 

Novy L have ſaid that this fund is formed out of the income of the 
whole nation; conſequently by ſund, here, I do not underſtand the 

capital, which exiſts no more, but the intereſt which is drawn for 
it: it is chis. intereſt, I ſay; which ariſes from the land, money, 
trade, induſtry, &c,- krom the land, out of the amount of che 
iaxes charged upon it; from the money, trade, induſtry, &C. 0 out 
of, the amount of proportional taxes, ſuch as exciſes, cuſtoms, Kal | 
tax, ſtamp- duties, and the-like, 

The more the debts increaſe, by the monied intereſt realizing 
into this branch of ſolid property, the, more the taxes muſt aug- 
ment i and.conſequenly, the, more the ſolid ROT the funds 
TIS will n nme ke bt mon tad! 
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78 From this expoſition of the matter, I think it appears pretty evi- 
dent, that as proportional taxes affect every man's income, accord- 
ing to his conſumption; the landlord; ceteris - paribus, ho pays a 
land tax, as well as his proportion upon his conſumption, is more 
hardly dealt with than the proprietor of che other branch of ſolid 
property, the funds, who only pays the proportion of che laſt. 
But che condition of the ſtockholder is not equal to chat of che 
landlord, for two very plain reaſons. The firſt is, that the income 
of his ſtock cannot increaſe ; that of the land may. The ſecond 
is, that the ſwelling of this great capital of ſtock has the effect of 
finking the intereſt upon it, and conſequently of diminiſhing the 
income of the ſtockholder; and in proportion to that dimination, 
the value of land is augmented. Now Ireadily allow that theaug- 
mentation upon the value of lands is no inducement to a landlond 
to turn them into money; becauſe he would then loſe upon His 
money, what he gains upon the additional price received. But it 
is a great advantage in this reſpect, that he thereby diminiſhes 
the intereſt he pays upon his debts, if he has any; and if he Has 
none, it enables him to borrow at a lower rate for the future; and 
by improving his lands wich the money borrowed, he augments 
his income much beyond the proportion of the intereſt paic. 
It is therefore neceſſary, in impoſing land taxes, rightly to com- 
bine every circumſtance; that the load of all impoſirions may he 
equally diſtributed upon every claſs of a people who enjoy ſuper- 
Auiry, and upon no other. If, after a fair deduction of principles, 
this ſhall appear a thing poſſible to be done, we may expect to ſoc 
ſtateſmen engaged to depart from the old maxim of graſping at 
what is readieſt and neareſt at hand, to wit, the landed property. 
with a view to ſpare a claſs of peopte, which, in a well regulated 
Mate, never can de made to feel the burden of any 6 | 
tax whatfoever ; I mean the induſtrious poor. 
I now proceed in my inquiry into the mn 
the ſwelling of this great branch of property, the public ſunds. 
* As 
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As to the nature of it, we have ſaid already, that it is formed by 
realizing money into ſtock. When government borrows, the-lendere 
muſt be people who have money. If the loan is made at home, 
the money is no ſooner paid in, than it is ſpent; and as we may 
ſuppoſe that it would not have been lent, had either the lenders 
found it neceſſary for their current expence, or had they found a 
more profitable way of realizing it than by lending i it to govern- 
ment, we conſider it as in a ſtate of ſtagnation; but being lent to 
5 it is thrown into a new channel of circulation. 

- Farther; this money ſtagnating in the hands of the lender, either 
proceeded: from his income, which exceeded his expence, or from 
the profits of his induſtry. In either caſe, the country is neither 
poorer or richer, when conſidered in a cumulative view, than if the 
ſame fur had been lent to private people at home. 

Let us next ſuppoſe the money to have been borrowed for the 
exigence of a foreign war. In this caſe, if it be borrowed at home 
and ſent abroad, it muſt firſt be converted into the money of the 
world, gold and ſilver, and then ſent off, to the diminution of this 
kind of property ; or it muſt go abroad in the money of the coun- 
try, credit, to the diminution of the annual income upon which 
the credit is eſtabliſhed. As this laſt operation ny not be ſo clear, 
an example will explain it. 

Government borrows a million ; it is paid in paper, and muſt be 
tent to Holland. If at that time a balance be due by Holland for a 
million, bills will readily be found for it. In this caie, the balance 
of trade is borrowed by government, and is converted into a capi- 
tal of a million in the public funds, the intereſt of which will re- 
main at home, and continue to be the property of the nation. But 
as the value of this balance is ſent to Holland and ipent abroad, it 
is, upon the whole, to the nation, as it the balance had not been 
due to them. This L call a lucrum ceſſant to the counts y. 

But ſuppoſe no balance due at the time the million comes to be 
ſent off, 1 ſay the conſequence will be, to alienate in favour of fo- 
reigners a, part of the annual income, proportional to the whale 
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„ Suppoſe-then-the. million. fubſcribed. for, and paid in Landen. 
Bills are ſought for; none are found, I mean in the way of xeci · 
procal.compenſation, does nat this ſum immediately become a ba- 
lanceagainſt London? And as a:country loſes all ſuch balanges, and 
chat the country 20-which. they are due gains them, this mallion. is 
lat.ro.Englandy. and forms what I call a dana, emargeus; that is to 
{ay, her former property or income is ſo far diminiſhed, or comes 
to be transferred. to ſtrangers. 

From this we may conclude, chat in all matters of public boo; 
ing, it is of no-conſequence whether the ſubſcription be. filled by- 
natives, or by foreigners, when the value of it is to be ſent du, 

Let us next examine the ſtate of the queſtion when the loan is 
made in order to be ſpent ar home, as is the caſe after a war, when 
| he unfunded. debts come to be paid off, 

We haye ſaid that loans are filed by money ſtagnating, which. the 
owner deſires to realize: if he cannot do better, he lends i it to go- 
vernment; if he can do better, he will not lend it. 5 

. While the uſes of domeſtic circulation abſorb all the money, in the 
country, that is to ſay, when there are private perſons ready to bor- 
row all. the money to be lent, at this time goyernment cannot bor- 
row at home; and if they did, by offering a high intereſt for it, the 
borrowing would do harm to circulation; becauſe it would raiſe in- 
tereſt at home, or diſappoint thote who would gladly borrow. i it, for 
little more than the intereſt offered hy government. 

Let us next ſuppoſe that after a war, when. the unfunded debes 
are ether bearing a high intereſt, or ſelling at diſcount, govern- 
ment ſhall find an advantage in Opening a ſubſcription, which may 
be filled.fxom, abroad, ata logen gate Man the then actual value of 
money. Suppoſe, I ſay, the Dutch ſhould be williag to lend at 

5 while money in England ſtood at 4 fer cent. L all if, in 
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of ſendin 9 the intereſt out of the country, rather than ſuffer fac 
debts 1 ell at diſcount; or co cofltinue paying 4 higher intereſt at 
Wet whit they ge £3 194130 9117 t Ot ViEup3-21 3k 10h 
kt is my opinion'thiat Nilk they vght to bõrrow, forthe followin 
reaſons. That if the high intereſt at home proceeds from want — 
money, that is to ſay, from circulation not being full enough, it is 
their Intereſt to botrow, were it for nothing elfe chan to ſupply 
circulation; becauſe unleſs rhis be full, all induſtry muſt languiſh. 
But ſuppoſe it ſhould be ſaid that circulation is full enough, that 
induſtry ſuffers no check from that quarter, but that there being 
2 fuperfluity of money, intereſt ſtands 1 per cent. higher than it 
ould do were there conſiderable ſlagnarions. Th' that caſe alfo, 1 

Kink it is their intereſt to borrow, Were! it or and other reaſon chan 
to produce . „„ 

It is a general rule every where that there is no having enou 
without having a ſuperfluity; at Teal there is no certainty of 6iie's 
having enough without finding a ſuperfluiry, "Borrowing, Ther 
fore, in ſmall Tums, at Tuch a time, will' produce flagnations at 
home, from which ſucceeding loans may be filfed, after circulation 
is ſufficiently provided: and even in caſe more ſtiould be bortowed 
from ſtrangers than is neceſſary, and that in conſequenice 6f iti too 
much ſhould come to ſtagnate at home, after the demand of '$5- 
vernment is over, in that caſe, the monied intereſt woutd'lend;/ in 
their turn, to other ſtates, where inte reſt is Higher; and the annual 
returns from that quarter would more than compenſute what wut 
be ſent away, in conſequence of the former borrowing 

From theſe combinations, let us draw ſome conclufons. 

ino, That the effect of public borrowing, or national debt, wy to 
augment the permanent intome of the country, wen of Ragnaritig 
money, and batanices of trage 

do, "That this'iHeotne b created, may de Aer BEE of 
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_ -1:86%,] That chen money. is found co ſtaguate, in a country here 
eirculation is not diminiſhing, it may be en e proceed from 
me coming in of a riglu balance of trade. ad D e 

4to, If ſtagnations in one part are found to Interrups circulation 
inf another, public borrowing, for domeſtic. purpoſes, has tlie good 
eſſect of giving vent to the ſtagnation, and anni he ROI: neo 
a new channeb of circulation. | _ 

. 5to, That the ſum of intereſt paid by any nation bo, FA la 
ths the general balance due by the nation, after deducting all 
the proſits of Sheay 1 trade out of all the expence of their * 
WAFSs .. ade 

But here it uud G obſerved, that a as on one hand v we are gere 
hendling all tliat is paid to foreign creditars, on account of the funds 
they have in 1 for example, ſo on the other hand, muſt be 
deducted from this, all the! like cat made to Engliſhmen by 
other nations. 

610, From this Unt cineumſlance we diſcover, that the dine to 
other nations by private hands, produces the ſame effect to a nation 
as if the Kate were actually paying off the debts due to ſtrangers. 

Conſequently, when Moſes permitted the Jews to lend to ftrangers 
At intereſt, and forbade ſuch loans among themſelves, his view was 
10 eſtabliſh à foreign tribute, as it were, in favour of his own na- 
tion, inſtead of eſtabliſhing luxury at home. IN 6 751 
7m, As the balance due to a nation upon her trade, is found to 
compenſate, pro tanto, the money ſhe ſpends abroad, we may from 
he ſame principle conclude, that ſo ſoon as ſhe ceaſes to. expend 
money abroad, the balance of trade in her. favour, if not realized 
at home in ſome new improvement, will .diminiſh, pro tanto, the 
intereſt, or capitals due to ſtrangers. This is evident. * the nar 
ture of balances, of which we have treated already. | 
8vo, The conſequence, for example, of England's owing — 
fums to ſtrangers, will, from the fame principle, conſtantly prevent 
exchange from riſing very high in her favour, when the balance 
af her trade is to be paid to her: becauſe on every ſuch occaſion, 
vihz her 
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her foreign creditors will be glad to diſappoint exchangers, by fur- 
niſling bills for their intereſt, or capitals, to thoſe who owe the ba- 
lance ; ,the eee of Wich is Plainly to dindiniſh; the foreign 
debts s. una gu: 16g 5 51 Yo 
This circumſtance implies no loſs to the ciavibr which is creditor 
in the balance of trade, and debtor upon tlie capitals ; becauſe we 
have proved that the price of exchange never affects a nation, "bur 
only certain individuals, who pay it to others. | 
This is ſufficient, I think, to point out in ſome degree the cos | 
of a national debt. I come next to examine the conſequences of its 
conſtant augmentation, without proper meaſures being taken, 
either to pay it off, or to circumſeribe it within certain bounds. 
In what is to follow, I ſhall throw all conſideration of capitals to- 
tally out of the queſtion; and as to the amount of taxes, it is quite 
indifferent whether the money proceeding from them be in conſe- 
quence of an improvement made upon thoſe already eſtabliſhed, or 
from new ĩmpoſitions: ſuch 8 come in more or 
perly afterwards. L | 9 
If the intereſt paid upon the naconalt debe of ende kot e 
ample, be found conſtantly to increaſe upon every new war, the 
conſequence will be, that more money will be raiſed on the ſub» 
je& for the payment of it. The queſtion then comes to be, 1. How 
far may debts extend? 2. How far may taxes be carried? And g. 
What will be the conſequence, ſuppoſing the one and the other car- 
ried to the greateſt height poſſible? „ine 
I Lanfwer to the firſt, that abſtracting from cee which 
may diſturb the gradual progreſs of this operation, before it can 
arrive at the ne plus ultra, debts may be inereaſed to the full propor- 
tion of all that can be rarfed for the payment of the intereſt. As to 
the ſecond, How eras —_ docanies, I ſhall not here or 
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This tax may be carried to the full value of all the real eftares 
th England. As for petfonal eſtates it never can affect them propo r. 
tionally; and that part of the ſtatute of land- tax which paſſes every 
Kat, and ithpdfes 4 ſhillings in the pound on perſonal eſtates, car- 
ries in i it a veſtige of 110 former ignorance in matters of raxation.” 
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: "Then notion of in mM 8 Galle, 1.20 ſhillings i in the pound vpon abe 
al value br all ch. e 125 rents of ngl land, appeats to us perfectly 
ridiculous. 1 admit it to be lo; and could 1 have difcovered any 
argument, 1 5 Which I could have, limited the rifing of the land: tax 
tw any preciſe oumbe * of thi lings, under twenty, 1 ſhould havc 
ſtated this, as the maximum, rather than the other. 

. The ſecond branch of taxes comprehends thofe upon confama- 
tions, exciſes, and the like, The maximum as to this claſs myſt 
be determined by foreign trade; becauſe this is affected in a. cer- 
rain degree by the price of domeſtic induſtry. Other taxes have not 
this eſſect, as we ſhall ſhew in its proper place. Anon 
But as foreign trade is not eſſential to the domeſtic induſtry, con: 
ſumption, citeulation, &c. ef any nation, as has been proved in 
the ſecond book, but only do their inereaſing in wealth ꝓropor: 
tionally to other nations; if foreign communications ſhould be c 
off entirely, I perceive no limit to which I can confine the extent of 


proportional taxes. Jet me cheręfore ſuppoſe a term beyond which 
impoſitions of all kinds muſt come to a ſtop, and then aſk, in e 
third phce, what will the conſequence be? I anſwer, that the ſtate 
ein then be in pofſeſſton of all that can be raifed on the land, an 
the conſumption, induſtry and trade of the country ; in ſhort, of all 
h that 
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Nhen this comes to be the eglc, debts. become exjinguiſhed * 
courſe ; becauſe they come to be conſolidated with the property: 
caſe which commonly happens when a;creditor takes poſſeſſion. 1 
an z eftate for the payment of debts equal to its value. 

| Theo government may cantinye 10 adminiſter for the | 
and either xetain in jts hand hat is neceſſary for the public expence - 
of the pear; ox it it inclines to ſhe the ame indulgence for this qe 
clas of proprietors as for the former, it may limit aig æctentiqn 9 
a ſum only equal to the intereſt af the mayey-wanged j and in that 
way ſet out upon a new ſyſtem. e of borrowing, until the, 
taxes be transferred to a new ſet of creditors, This i is the endleſs 
path referred to in the ninth chapter of the ſecond book, which after 
2 multitude of windings returns into itſelf. 

A ſtate, I imagine, which would preſerye its public faith ins 
violable, until a period ſuch as Thave been ſup poſing, would run 
little riſk of not finding credit for 4 new bertel. Aue proſpe & 
of a ſecond revolution of the ſame kind would be very diſtant; pa 
in matters of credit; which are conſtantly expoſed to riſk, ſach 
events being out of: the reach of calculation, are never taken into 
any man's account who has money to lend. oh 30 

The whole of this hypotheſis is, I readily agree, deſtitute of all 
probability; becauſe of the infinite variety of circumſtances which 
may fruſtrate ſuch a ſcheme. I only introduced it to ſnew where 
the conſtant mortgaging of a public revenue may end; and to diſ-. 
prove the vulgar notion, that by contracting debts beyond u certain 
ſum, a trading nation which has a great balance in itt ſu vou, muſt be in- 
volved in an unavoidable bankruptcy. To ſay that a nation muſt 
become bankrupt to itſelf, is a eien which I think implies a 
contradiction. DS go 5 01 Nl jo huld ths Yo cmmonttong my 
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N the laſt Na we have "a running Sir a aun loge con · 
ſequences relative to the increaſe of public debts, which appear 
as u extravagant to us at preſent, as it would have appeared to Dave- 
nant, to have ſuppoſed the debts of this nation to grow up to their 
preſent height, without the riſk of involving the nation in a e 
bankruptcy. 3 8 2 
But thoſe conſequences . contingent. The preſent Achse 
may either be paid off, or the nation may be involved in a- general 
bankruptcy. In either caſe, the vaſt property in the funds, this 
great article of permanent income, belonging to natives and to fo- 
reigners, muſt wither and decay, and at laſt diſappear altogether! 
We may therefore decide, that one of three events muſt happen, 
viz. either, t. Debts will ſwell to ſuch a pitch as ar laſt to pay 
themſclves: or, 2. The nation will be involved in a mga ja no 
or, 3. They will be fairly paid off. | e "Ry 


The firſt ſuppoſition we have examined; the ſecond we are now 
to conſider; the laſt will be the ſubject of the marry; chapter, 
with which I ſhall conclude this book. | 

I ſhall advance no argument to prove that the lente of a public 
bankruptcy is either lawful, honourable, or expedient, if volunta- 
rily gone into by a ſtate ; becauſe I think it. is diametrically oppoſite 
to cvery principle of good government. Ir is a maxim uncontro- 
verted, that a contract is binding berween the partics contracting, 
and that it ought to be fulfilled in every article.” If the public goo! 
be alleged as an overruling principle, to which every other mug 
give way, I readily admit the exception. There is another of eq 
force, the impoſſibility of 3 Wien ſuch arguments 
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are: "uſed: to engage d nnd 10 commit 4 Wbernte 20 of bank- 
ruptcy, two things muſt be examined: the firſt, is the intereſt which 
the public has in adopting the ſcheme: the ſecond; the confe- 
quences of it. What reaſons a ſtate may have, I fhall conſider after- 
wards; at preſent, I ſhall enquire what might be the conſequences 
of a general and total bankruptcy in England; from which we may 
gather what difference it would make, were it only partial; and 
by ſuch an inquiry, we may be led to diſtover the proper methaũ 
of breaking faith, in cafe it ſhould become unavoidable. This 10 
what in another place I called bringing credit decently to her grave; 
vrhen after being overſtretched, it cannot longer be ſupporte. 
A bankruptcy may take place in two ways: either as à conſe-· 
quence of circumſtances which — 57 97" or _— deli- 
borate act of government. i Gl obe nen une tb 
Were the trade and — of England to de, the e 0 
taxes might ſo far diminiſh, as to prove inſufſicient to pay the in# 
rereſt. of the national debt, and defray the expence of government. 
Were the people to be blown-up into a ſpirit of revolt againſt taxes; 
the. ſame event would probably happen. In either caſe, the natural 
and immediate conſequences of the 3 — 
follow one another in this manne n- 

Ina, Every creditor of the ſtate would become poorer im propor 
Iona chedimaintrontt big income. 

- do, Conſumption and the demand for work 1 diminiſh in 
proportion to the part of that income withheld, which the mn 
annually expend for theſe purpoſes. elt 

ztio, Trade would diredly ſuſfer, in propartion.! to * part of the 
laid xevenue yearly thrown into it by the public creditors at pre- 
ſent ; and it would conſequently ſuffer, in proportion to the hurt re- 
ſulting to private credit, from the conſequences of the bankruptey. 

. The creditors then would loſe all, the trade of England would be 
— and the multitudes who live in conſequence of the demand 
tor their induſtry from the one and. the other, would be reduced to 


miſery. Theſe er ellects would n in. 
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Me-cupical.” 'Thie-donfequetiies would! foow bel ße alliover Eng 
land: adimingtion upon che confemprion: of cha frnita of the 
— a ſtagnation ob that ommerue which is carried on 
London and the countyy (Which we ha ſeen to desdaaünp abe 
amount of all die taxes and land-rente ſyerrt n London) would fan 
hre every thing into eonfuſn. But ta ves would be abaliffred: ei 
that there is ne doubt Let a deliberate bankruptcy take place wich · 
out any abolition of them by law, they would ſoon fink tu nothing, 
from the utter impeſſibility there would be found to pay them. 
© A total bankruptcy, | therefore, coming upon England, either 
from a decay of her trade, or a diſturbance in collecting the publie 
revenue, would have the effect of ptanging the nation into utter 
ruin at home: what might be the conſequences from abroad, 1 


leave to the readers ſagacity to determine 
Let . —— 
act of power, with a wie w of expediency; 11756 bhp te 


The difference between the two conſiſts ally in FER that ir he 
Byſt, all the condequences ve have mentioned would follow one 
upon another, wichem at pofibility of preyenting n me 
—— — be concerted. Morſe; 
Let me then ſuppoſe; that —— — — 
any time: to uſe a ſpunge for the public debts 3 that they ſhall fear 
no external bad conſequences; either from the reſentment of theſe 
ſtates Who may be hurt by it, or from the ambition of others, who 
may profit by it; that they ſhall cooly reſolve to facrifice-the-inte- 
reſt of all the creditors in favour of the whole body; and that they 
ſhall deliberate upon the plan to be followed, in order to bring 
About ſo great a revolution, without eſſentially hurting n 
in the ſtate, that of the ereditors alone excepted. g d 
In that caſe, I imagine, they would begin by ordering the amount 
of all that is paid to the mn to he fer WY a fund for the 
Aero ak mut SI 0 % I£07 8 1099v97q 00 19h10 n H 
They would purchaſe al over England, l of produce 
and manufacture nn. 'upoti hand for want of a 
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market they would ferchalb thofe ho Dj be forced 0 he idle 
for want of 'ctaployment:; they would inſtantiy put proper em- 
ptoymemta into their hands; one week's delay in the execution of 
chis part of the plan would throw the manufacturing intereſt into 
fuch confuſion, aa t be-paſt all remedy; cher would furniſh. geg: 
dit to all the merchants ſubſiſting, in praportion to what they had 
loſt by the extinction of the funds: they would eſtabliſh offices 
ruined, until by degrees they could re-eſtabliſh. confidence, the 
patent of trade, the mother of induſtry. By ſuch precautions, pro- 
Perby taken, and properly executed, none would ſuffer but che un: 
. ACC OE ID 
would' be reduced to poverty. / 5h 1, > 3s min 
e ee aaa 
great a detail all at once; fo farwould the effects of a general bank- 
.. Hr PP <1 
unavoidable. | 1 201 1159993790 995091915 2f1TF 
— — 
the minds of a nation at his will, and) of foreſeeing every cunſo- 
quence before it happened, ſuch a an might be executed. An- 
other who, with the greateſt capacity ever man was endowed with, 
would, for expediency, not for neceſſity, deliberately. undertake a 
general bankruptey, I ſhould conſider as a madman. lane on 
1 ſhould rather prefer to ſubmit to the natutal conſequenees 
which might refult from an accidental bankruptcy, than endeavour 
nn 
eaenutde iq 913 nog W849 f4i19b Hach 
. K tread 
of expediency, no matter how, and all inconveniences prevented 
during the execution, what would be gained by it Ans id al 

If by the ſuppoſition all taxes be kept alive, for at leaſt, a certain 
time, in order to prevent a total confuſion, certainly no body caull 
gam during that period; even the flare! itſalf would: loſe, becauſe 
every branch of conſumption would. infallihly dimiajth,,. Apt hat 
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rixme-glapſed,, and taxes reduced tc. ae loaſt. . he wauld be gh 
gaigers f ;We-thall ſee hen we me 0 he flactvine, of taxation, 
that a ſudden abolition of hem, ãn canſequence or a,bankrumey, 
would be advantageous io no body, but. to creditors upon mortgage, 
and withe idle; not no, landlords; becauſe their incomes, would 
dzmiviſh. more than in che proportion ,of. the-preſent:; land-tax, at 
leaſt their improvements would be interrupted, and. their rents ill 
paid: not to the manufacturing claſſes; becauſe at preſent.they.pay 
no taxes, but in proportion to their idleneſs or extrayagance, as ſhall 
be proved: the monied intereſt, not ſecured on land, would I ſup; 
pole be:extinguiſhed trade and credit at an end. The | 
would be conſined to thoſe who have money ſecured; upon, land, 
- where, the, capital is demandable. In ſuch a ſituation, intereſt 
- would riſe heyond all hounds; and a debt which might have been 
conſidered as a trifle * then carry off an eſtate. The 
dle alſo ho live peaceabhy upon a very moderate income, wopld 
ſind a great advantage from the fall of prices for want of can- 
ſumption, and from tha diſtroſs of the induſtrious z.but, the indir 
gent poor, who are ſupported. from charity would ſuffer: all che 
great eſtabliſhmens for labour and induſtry, would fall. to, the 
ground: the numbers of poor who are there maintained, would 
come upon a ſociety, which is beginning to loſe thoſe tender, feel- 
ings of compaſſion, which are more common, in countries pf, idle: 
nefs, in proportion as miſery is more familiarly before them, 
To ſay all in one word, a total bankruptcy, and abolition of taxes, 
art bring this nation ene the ſituation it was in before taxes 
and debts were known. loc en 
Does any body 1 imagine that our c preſent Gruation i is not apalaggus 
to our preſent policy, and that it is pothble that independently. v1 
the ſame circumſtances we ſhould long continue to enjoy te a 
vantages we feel? No: were, we in the ſame ſituation as formerly Y, 
we ſhould feel as our fathers felt. They. had as good underſtand- 
ings to improve their circumſtances as We, have; ; bur they has to 
do wich an idle, we With an induſtrious c common people. 1 
. 7 
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and refit have been ng at Work K per form thiss great ve 
tion: the operation is not as yet completed, and a total Yankwaptey 
now O deſtroy every $604 effe& for 4 long ume. Gj & nf 
Were taxes made to ceafe, the large Twins which" proceed fror 
them world diſappear entirely. Money would fot, as ſbme imagine, 
de equally diſtributed among tlioſe who now pay the taxes, anꝗ 
proportionally increaſe every man's income. The reaſon is plain! 
the money paid for raxes, circulates; becauſe it is demanded! 
Were taxes fuppreſſed, people having leſs occaſion for money than 
formerly, World" circulate leſs in proportion. It is the neteſſity of 
paying tates, which treares this money for the payment of ther; 
ar when this method of creathig is not contrived, the taxes cannot 
de paid, as Has been often fad. Now it is this great flux of money 
from taxes which animates the trade of England: take them out 
of the circle, hat becomes of tRe Whole? 9M: 1 6 en by binge 
0 fuppoſe, therefore, {6 great # revolution in the circulation og 
a country, as that produced by the ceſſation of taxes; and to ſup. 
poſe no interruption from it upon the ſtate of induſtry, ard the 
employment of the peopſe of this natitn; ista propoftion I muſt 
reject, as being contrary td all principles ant to this uinong the reſt; 
that it would be a moſt fudden, and a moſt violent revolution; 
which throughout the whole courſe of this inquiry, we have found 
to involve inconveniencies beyond the power of any mHeory to e 
tricate Gentner t ioo ni en 
por the whole we may determine, that tlie fatal conſouerces 
of à bankruptcy would be many; and that the good re ſultiig HHN 
a total abolition of taxes, would be confined to two Hes. IN 
relief to thoſe who pay them upon their poſſeſſions, or pefſins & A 

iminution of prices in favour of the idle at home, arr bf tide 
abroad: great objects, no doubt, could they be obtaitted*at lefs 
expence than the conſequences of a total failure of public credit and 
domeſtic induſtry. © Perhaps when we cod td exartible the prix 
ciples of taxation, we ſhall Hud that tiz&s' do not ratte prices l 
much as 18 generally believed; and thofe which TAfilence” the 
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a hanleruptcy for mpaſſin g hoe great national purpaſess. 
hut let us ſuppoſe a caſe} which may: paſſibly happen; as mat 
ters ſermito go on. Suppaſe, I ſaq, chat hy continuing to carry on 
lung and expenfive; wars, d ce ſum bof intereſt ꝓaid c ſtrungens 
ſhould exceed all that the nation cam gain by her trade. In this caſe, 
there muſt be a general balance of payments againſt her every 
year, which. d would-moankfeſtaſals by the mok fatal con- 
Fe! 9.91 I insign ©! S9Q83ffgvbs 

The bank of England vet be the firſk v0 feel them, by the de- 
ene of all the coin and precious metals. Trade 80 Wether 
ne xt, and then indeed they would become univerſall. 

In ſuch a ſituation, I fairly acknowlege, that I cannot ne 
any expedient to avoid a bankruptcy. "Engaging the foreign cre- 
ditors to become citizens, by the allurcments of the greateſt pri- 
+ vileges, and bills of naturalization, are vain ſpeculations, Unlefs 
ſome xeſource, hidden from me, , ſhould, upon ſuch, an occ; 
open itſelf, in the deep receſſes of future events, I belieye the na- 
tion would ſoon. be driven upon the fatal rock of bankruptcy. The 
idea of a nations becoming bankrupt to itſelf, I have always 
looked upon as, a contradiction; but that it may become banł- 
rupt to the reſt of che . 1s Wie conſiſtent with reaſon and 
common ſenſe. 11d; tg 9mot 

I ſhall not take upon me. to ed hes made. of bankruptcy 
would, in ſuch a caſe be the beſt ; a total, or a partial one. The 
partial, I am afraid, would, in England, work effects almoſt as 
hurtful as the other. But if ever the caſe ſhould happen, the 
only way will be, to watch over every ſymptom of the, approach 

ing cataſtrophe, and jo. ee E to the beſt ad- 
Vantage. 471 208 7, 

; Of, what, infinite bre 40 is i then for: a Britiſh ſtateſman, co 
inquire into the amqunt of debts owing to ſtrangers, and into the 
fare of the balance, of trade In ſpeak ing of exchange, lchrey 
out many "_ concerning the idea of putting 5 branch of hy- 
[1101 * ſineſs 
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fineſs into the hands bf che bank; in conjundivir with-the-exche- 
quer. Were de ſtate brought into the demmu of either ſuberii t 

—— decline of trade; from à cauſe which could 
not be removed or of being puſhed to che neceſfiry of leaping 
into the tetrible gulph of a deliberate bankruptcy; in ſuch a dil 
lemma; I fay, what min ice advantages might 151 be GE _ 
the-managemetirof exchynge? oO (17 

I have heard it ſaid, that the debt owing S was a great 
advantage to England; becauſe it drew people to that market 
where their funds are ſettled. I allow all the force any one can 
give tö this propofition: But alas! what would it avail, whenever 
England becomes incapable to furniſh goods equivalent to all her 
1 added to all the _ to rear oy. cre- 
dito 920 JE QT] 2191 Ard b IDA vas 

1 reep far Nom tape ue prelent Blaariot f England to 
fvrebode tlie approach of any fuch diſaſter; but it is good to re- 

preſent to one's felf ſome determinate Veit; by _ mn 

judge of our ſituation in tirties to come qo 

HDebts have increaſed far beyond the imagination of Ru mor. 
tal. Great men have uttered prophecies, Which have proved falſe, 
coneerning the ' conſequences of à debt of one hundred mil. 
lions. From this moſt people conclude, that they will go on until 
ſome unforeſeen accident ſhall daſh the fabric to pieces. I have 
been pretending to ſhew how they may go on in a perpetuaFehain. 
But alas! one fatal combination was there omitted; and now 
that it has been taken in, I think it ſerves as a datum, to reſote 
the moſt important problem of this ſcience, viz. How to deter 
mine the exact extent of public credit. The ſolution of which is, 
That it is not neceſſary that public credit ſhould ever fail, from 
any augmentation of debts whatever, due to natives; and that it 
muſt fail, ſo ſoon as the nation becomes totally unable either to 
export commodities equal to all their imports and foreign debts, 
or to pay off 'a proportional pare of their capital, fuſficient | ro titres 
the balance to the right fle. 

Terr 4 8 
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From this prupoſitiom tro corgliazies may: be adrawm: ig 1t 1s 
+209, That the mail. important object in paying off debts, is to 
| get quit of thoſe due to ſtrangers. enn Aan ad in, Ki, 
249, That whatever circumſtance has a tendency towards dimi · 
niſhing the burden of foreign debts, ſhould be encouraged... 
If it be ſaid, that whenever our foreign debts exceed the balance 
of our trade: the beſt way would be to break Faith with ſtrangers, 
and keep it with the ſubjects of the ſtate : I anſwer, that were the 
thing poſſible, which I apprehend it is not, the conſequence might 
mn cqually hurtful. 
he greateſt of all the 1 inconveniencies proceeding from 4 bank- 
fa is the ruin of induſtry, and the ſtop put to circulation. Can 
it then he ſuppoſed, that a country might execute. ſo 
ſcheme of treachery to all her neighbours, and ſtill continue 
correſpondence with them in the open way of trade? Certainly 
not. Were all foreign trade to be ſtopt at once, what a revolution 
would it occaſion! The circulation of foreign trade, in the city of 
London only, exceeds perhaps the amount of all the taxes. Atop 
put to that would occaſion ſuch a ſtagnation, as would ruin the 
nation as much as if the bankruptcy were to become univerſal. 
I. do not here pretend minutely to trace conſequences, which, are 
inſinite: all that can be done, is to ſuggeſt hints, which every one 
may purſue, in proportion to the extent of his combinations. 
The intention of couching, upon. this ſubject at all, is to ſhew, 
that the expedient of a ſpunge, which is frequently talked of as a 
remedy againſt the conſequence of debts, is, perhaps, more dan- 
gerous than any thing chat can be feared from them. The reaſon 
is, that the ſpunge implies a. more ſudden bankruptcy than any 
one broughi on in a gradual Way, by natural cauſes. 
Were natural and irreſiſtible cauſes to operate a total failure of | 
all proſit upon che txade of Britain, one cannot ſay how far the 
other nations of kurape might not find it their intereſt to aſſiſt u, 
providing we did our uimoſt to. preſerve. our good, faich tg d. 
And as I think I have made it leſs evident that nothing: 
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can be gained/by openty violating ſuch engagements, the beſt re 
ſolution a nation can take, is to adhere to them to the laſt extre 
mity, and to baniſh from their mn 
W eee e of eee eee HE ub 
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TE are now to collect together, in one view, the ere, 
thods of contracting and paying off the debts of a nation. 
may be deduced, WW n or from | 
what practice has pointed out. F a 
The foundation upon which public credit is built, is the ' exift- 
ence of a * and ſufficient mas for * _ eagkgilterits 
contracted. CG; > 
When, in the early times of public credit, the repayment of the 
capital was the chief object of rhe lender, a much more extenfive 
fund was neceſſary than at preſent, when no more is required 
than the payment of the intereſt. As ſuch funds never can be 
formed but from taxes, or general contributions from the people, 
me greater they are, the larger muſt the contribution be. When - 
ever therefore there is occaſion to contract debt, the chief object of 
a ſtiteſmanẽ's care ſhould be, to model the ſpirit of his people ſo as 
to diſpoſe them to concur in the proper reſolutions to render the 
plan propoſed as eaſy as poſſible in the execution,” + 
In the ſirſt place, the body of the people muſt be made ſenſible 
that the conſequence of contracting debts muſt imply a diininu- 
tion upon the income of ſome inuividuala ; bit that the fewer the 
obſtaries crown in the way of che lot abe, the telb wilb rat di- 
mhidtion be! Nut M bee eee | neee ee 
VOL. II. O O o | In 
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ie the fecond Place, he miſt gain the confidence of tits) people, 
0 far as to impreſs them with à fru belief that he will condulr 
their good, and nothing elſe, in what he undertakes, | 

And in the laſt place, he muſt gain the confidence of ode om: 
whom he is to borrow ; and convince them that all covenants be- 
| tween the public and them will be religiouſly performed. 

In a limited and free government, cheſe three requiſites are 
eſſential to the firm eſtabliſhment of public credit. 

Where the power of the ſtateſman is unlimited, he may ſublli- 
tute his authority over the people, in the place of confidence; but 
with refpect to thoſe who are to lend, he will find no room for any 
fuch ſubſtitution : confidence here 1s the only expedient. 

All therefore that is required as to the people, is to enable them 
to do what he requires of them. 

For that purpoſe he muſt eſtabliſh credit with them, for Ending 
the contributions he is to exact of them; becauſe they will have 
as much occaſion for it, iti paying what is demanded of them by 
authority, as he himſelf has in paying what he is obliged to in 
conſequence of his engagements. 

If this general plan be not followed, the conſequence will 
be, that taxes will fail on one hand, and public credit on the 
other. | 

If all this operation cannot be previouſly concerted, the plan of 
borrowing muſt be circumſcribed to funds previouſly eſtabliſhed. 

When money is borrowed before the fund is prepared, every 
obſtacle which occurs in eftabliſhing it is a drawback. upon the 
confidence of thoſe who lend, and renders * conditions leſs fa- 
vourable to the ſtate which borrows. 

In the contract of loan, the firſt article to 8 upon is * 
rate of intereſt, We have, in the beginning of this book, exa- 
mined the cauſes of its rife and fall; and have in general deter- 
mined, that when the demand is for 5 3000 Sa incerell riſes; 


— lending, intereſt falls. LON 
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As the object of the horrower is to have intereſt ow the ſiateſ- 
man who intends to borrow, muſt uſe all dns means to ee 
the quantity of money in circulation. 

But if coin alone be uſed as money, and if * coin be ſent out 
of the country, when borrowed, and if what is ſent away cannot 
be replaced at will, the ſcheme of augmenting money becomes 
unpraRticable : it will daily become more ſcarce, more difficult to 
procure, and intereſt muit riſe higher every day. Symbolical or 
paper money, that is credit, mult then be eſtabliſhed at home. 
upon the firmeſt baſis : this will enable every one to pay what he 
owes ; conſequently, the taxes will be paid, the creditors will re 
ceive what is due to them regularly, money will every year aug- 
ment in proportion as debts are contracted ; and if borrowing do 
not augment beyond that proportion, intereſt will not riſe ; and if 
borrowing ſhould fall below that proportion, intereſt will ſink. 

Is not this whole doctrine veriſied in the ſtrongeſt manner by the 
operation of the Miſſiſippi? At the death of the late King of 
France, money had diſappeared, Some years before, he had, for 
ſeven millions in coin, engaged his kingdom for. thirty-rwo mil- 
lions; upon a diſtant fund indeed, but ſtill it became a debt to be 
paid. Paper money had not been introduced three years, when 
intereſt fell to 2 per cent. The paper indeed was a bubble in fat ; 
but we have ſhewn that it became ſo from bad management only, 

By the augmentation of money, capitals ceaſe to be ſo valuable. 
By the melting down of property, the very capital, though in the 
hands of the ſtate, may be turned into money by the creduor, 
whenever he has occaſion for it; in the ſame way as the coin 
_ which is buried in the vaults of the towu-houſe of Amſterdam, is 
conſtantly performing all the uſes of, circulation. 

The method, therefore, of borrowing money to the belt advan- 
tage, is previouſly to eſtabliſh à fund of credit, ariſing from 
annual taxes; to provide the people who are to pay them with 
money in proportion to their property or induſtry ; and to prevent 

O O O 2 the 
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tllenatter from ever falling formgant of 2choinetiung;] tnomey, for 
carrying it 6679097! alf gaibagt to mil o h oft IEA non 
80 long as” intereſt ſtands High, relatrrely tobgther ſtares with - 
which yo are at War; throw as mch money witpeibleiine the 
hands of your” creditors, in payment of "the "debris already ten 
rated; becatiſe the more you throw itt there; the more you'wily 
draw out, if you have 'vecafion to borrow more; and if you have 
nd LEREISA tb orte) ore, tic Tower vou wi reduce the intereſt; 
augmenting the fund of money to be len. 
rom theſe” principles I conclude, that every Wm tien ſets: 
out by contracting debts with its own citizens, muſt begin by bor 
rowing upon condition of repaying the capital in a ſhort term of 
years. This is alſo the beſt method to engage the people to eon - 
tribute largely without” murmuring. The reaſon is, 'that when 
taxes begin to be impoſed,” the maſs of circulation becomes pro- 
portionally augmented and the paying back conſiderable ſums to 
the creditors, prevents, on the one hand; the debts from in- 
ereaſing ſo faſt, and ſupplies circulation, and facilitates new bor- 
vowings on the other. While this plan of augmenting circulation 
is carrying on, the Rateſmart muſt prevent his expence abroad 
from diminifhing it proportionally at home. This is to be accom ; 
plimed by opening loans for foreign expence in foreign countries, 
and by payitig the rde ar of fad loans, % with the greateſt Pons: 
ruality. | 
The difficulty of percbrming il this; is no argument againſt it s 2 
muſt either be done, or credit will be hurt; becauſe without obtain-' 
ing credit abroad, it is impoſſible to defray any expence incurred 
abroad, beyond what the metals of your country and the exports 
from it can pay: that is, in other words, beyond the quantity of 
metals exported, and general balance in your GT . ne reci- 
procal payments with the WW)rle. Kann 
If it be ſaid, rhat nations never pay che intereſt of cheir des any 
where but at home, 1. anſwer/that it is fo mucli che worſe for them; 
beeauſe wherever the debts or inteneſt is to be paid, the lender 


6. always. 
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always faves his acht as if the: payment Vere made in his on 


houſe. All the expence to him of ſending his money to the placa 
of ſubſeription, and of drawing back his returns, are compared 
with che; intereſt. offered by che horrower; and if upon che whole, 


he lender nds his account, in the bargain, he ſubſcribes ; othere | 


wiſe not. Since therefore the money borrowed muſt in this caſe be 
ſent abroad, it is an advantage for the borrawer to be under an obli - 
gation to provide a method of ſending it; and by that means he. 
will borrow cheaper than he can do, when he refunds to every 
lender all RG and. trouble i in getting his, W ee 
to: him. 

L am now — * — Wee hall not enter 2 
a diſcuſſion of the many objections which, occur againſt. this plan,, 
from foreign conſiderations; ſuch as the facility it, might procure: 
to a ſlateſman of defrauding his foreign creditors, and ſeveral others 
vhich might be formed: all I ſay is, that this ãs a cheaper and more 
ſyſtematical way of borrowing, and it has this, good effect, that 
it conſtantly points out the ſtate, of the external debt, from e 
alone à bankruptcy is to be feareed .. 

Were a favourable balance to return after an expenſive war. the 
payment of this foreign debt would be the conſequence, as much 
as now when the payment is made at home, and rather more fo z 
becauſe who ever owed a. balance (to England, L ſuppoſe), would. 
then pay his debts at London, with money due by England, pay-. 
able at Antwerp, for example ; conſequently, hc would transfer at 
diſcount ; and when he transferred in favour of an Engliſhman, 
the debts may be conſidered as diſcharged. upon the foreign fund, 
and, ſlated a- new upon the funds payable, in London. Could the. 
payment of the intereſt of the public. debts be rendred ſuſceptible 
of ſuch transfers upon all occaſions, it would, L imagine, have a. 
remarkable effect in favour of publie credit. 

This thought ſuggeſted. itſelf, while I was, conſidering, tho dun- 
atian, of a country where borrowing is in its infancys and. it. 


nerd as an, expedicnt for preventing. farcign,expence, f1.gm draitung, 
* the. 
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the country of the. money nectar gor cirowation at bone. | This, in every 
combination of circumſtances, is the moſt. important object of a 
ſtateſman's care, while he is engaged in wars abroad. = 
. as 
equally taken out of circulation, by every foreign payment. When 
it is coin, it goes out of the country, as well as out of circulation: 
when it is paper, it does not go out of the country, certainly, but 
by coming upon the debtor in it for payment, it is equally taken 
out of circulation ; and what the debtor gives, for it (viz. a bill of 
exchange upon another country) goes out of the country. And 
unleſs that bill of exchange can be paid with value exported in 
merchandize, it will remain a debt upon the country, contracted 
in favour of ſome other nation. | 
This I hope will be ſufficient to recall to mind habe 8 40 
fully explained in the 13th chapter upon banks; where the ſame 
queſtion was ſtated with regard to the payments Scotland was 
obliged to make to England, towards the end of laſt war. The ſame 
principles operate in the caſe before us, and may be applied to 
every circumſtance of it; with this difference only, that here the 
ſtateſman's intereſt is more cloſely connected with that of his banks 
than was the caſe during the diſtreſs in Scotland: becaule if he 
does not ſupport them by a ſyſtematical chain of conduct, 'he will 
drain the fund of circulation by his remittances; his credit will 
fail; his taxes will not be paid; and his people will be oppreſled. 
But if he purſues his plan ſyſtematically, circulation will be kept 
full; his credit will be ſupported; his taxes will be paid; his 
people will be eaſy: becauſe no check will be put either to induſtry 
or to conſumption for want of money; a great part of the former 
fold property will be melted. down into money; whatever part of 
that money is lent to the ſtate will be, by that operation, conſoli- 
dated into a new ſpecies of property, the public funds; and it atter 
the borrowing. ſcheme: is over (tliat is, When peace is reſtorecl) 
circulation thoul be ęontracted, a part of the money will ſtagnate 
in the hands ot individunts, and will, in their: favour, be realized 


2 | : in 


unf K I OF POUNTR CAL OECONOMY/ | am 


in wat part of the dolid property which was melted down in order 
to produce it. That 1s, lands wilt be fold by the former pro- 
prietors, and wilt be aequired/by tiofe who have money not real. 
ed in ſtock; and for which eirculatiom has wo farther demand. 
This is the reaſun why, at the end of every war which has run the 
nation in debt, lands have conſtantly riſen in their value, even 
when confiderable quantities of them have been offered to ſale. 

H it be ſaid that the ſtock-holders are thoſe. whom we emu | 
ſee buying the lands, and not thoſe who have ſums not realized: 

"ſhall, in anſwer, obferve, that the ſtock-· holders can only buy 
lands by ſelling their ſtock, to thoſe who have money nor realized; 
ſo it is Rill the money not realized which is employed in buying 
every article of ſolid property: and even after that operation, the 
money ſtill remains in circulation; becauſe it is impoſſible to real - 
ire even paper money itſelf,” except hei the creditor in it becomes 
proprietor of the property upon which it is ſecured; and if the mo- 
ney be coin, it is plain that this cannot be realized any farther than 
it is by nature. When therefore we ſay, that a man realizes his 
money, we do not mean any thing farther, than that he gives his 
motiey to another in exchange for ſolid property. Thus when an 
eſtate is bought in a country where banks upon mortgage are eſta- 
bliſhed, a part of the price is commonly taken out of circulation 
altogether; becauſe in conſequence of the price paid, the bank is 
refunded what it had melted down of the land fold ; conſequently, 
mat paper becomes conſolidatet a-new, as it were, with the lands 
which are relieved of the mortgage. 

But when lands are ſold in a country where there is no paper, 
the price remains in circulation as before; and if the quantity of 
coin in ecireulation ſhould' Pieeed the uſes for it, a caſe which 
ſeldorn happens in theſe on it ee be A and realized 
abroad. 

When this ee and r meder ſcheme of credit is not 
eſtabliſhed, the infallible conſequence 1s; that money diſappears: 
conſequently, intereſt riſes, The taxes formerly impoſed cannot be 
It paid + 
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paid : conſequently, it is in vain to ſcek ta augment them; becauſe 
in proportion as they are augmented, they become leſs productive. 
It money be borrowed upon remote funds, engaged for other debts 
previouſly contracted, and if public faith be at all events to be pre- 
ſerved, the conſequence muſt ane, chat che n will be eat 
up by uſurers. 
This was the caſe in . ning the wars * 880 — 
So early as 1706, government, as has been ſaid, began to borrow 
at 6 per cent. upon funds already engaged. What was the conſe- 
quence? The exchequer having no money to pay the intereſt as it 
fell due, paid with tallies; theſe fell to great diſcount, and had 
they remained long in that diſcredited ſituation, lending would 
have ſtopt, or intereſt would have riſen, as in France, ſo high as to 
loſe the name of intereſt altogether. This was the caſe, in the 
example above cited, when ſeven millions ready money, borrowed 
by the late King of France, became a debt of thirty- two mine on 
the ſtate. 
VU pon the occaſion. above mentioned, government availed them- 
elves of the bank of England, as I ſay every private citizen ſhould 
have a power to do, on every occaſion, when his credit is good, though 
money ſhould fail him. They engaged the bank to diſcount all 
allies iſſued for intereſt of debts; that is, in other words, to turn 
thoſe Ricks into money: but as public credit was ſo low that money 
could not be found to diſcharge even the intereſt of the advance 
made by the bank, the government conſented, that all advances, of 
that kind ſhould bear compound intereſt quarterly, at 6 per cent. 
What a monſtrous profit to the bank! what a charge upon the 
ſtate! Had banks of circulation upon mortgages been eſtabliſhed 
at that time, money would have come in at 4 moderate ſimple in- 
tereſt to individuals, who would have availed themſelves of them, 
for the payment of all public burdens. Inſtead of which, induſtry 
was made to ſuffer; the public money did not come in; taxation 
ſtopt; expences went on, and deficiencies were paid by the public 
at this monſtrous charge. . 


On 
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On the other hand, had ir not been for the 'afliftanee” the bank 
then gave the ſtate, in circulating thoſe exchequer tallies, bills, &c. 
it is very certain that credit would have failed as totally in England 
as it had done in France in 1708, when Deſmaretz undertook the 
finances. This miniſter had no bank to avail himſelf of, and at- 
cordingly he run France in debt at the rate of two hundred millions 
of livres per annum, during ſeven campaigns; of which, I am per- 
ſuaded, he did not receive one half, or near it, in effective value. 

What I have ſaid will, I hope, be ſufficient to ſhew that the only 
way for any ſtate to borrow, is previouſly to provide a fund for 
making good what is agreed upon with the lenders ; and that all 
expedients to ſupply the want of it will in the end bring great expence 
upon the people, either by involving them in an exceſſive burden 
of debts, in caſe public engagements ſhould be held ſacred, as has 
conſtantly been the caſe in Great Britain ; or by driving the ſtate to 
a bankruptcy, as was the caſe in France upon the death of the late 

King. I call it a bankruptcy, becauſe all that was owing was not 

paid. A man who pays no more than 19-. 11 f 4. in the pound, is 
a u bankrupt, as well as he who cannot pay one farthing. 

T now come to the mettods of paying off debts when already 
contracted. | 

Public debts may be divided into two claſſes, redeemable and ir- 
redeemable. Redeemable debts may be paid off in ſeveral ways, 


which we ſhall brieffy enumerate before we compare their ſeveral 
advantages. : 


' Firſt then, ſuch debts may be paid ws at once, by refunding to 
the creditors the whole capital, with all arrears of intereſt, 


2do, They may be paid off. yearly, according to a certain rule to 
determine the preference, and order of payment: for this purpoſe, 
a determinate ſum muſt be ſet apart as a ſinking fund. 


3420, They may be paid off cumulatively and praportionally every 
year, by incorporating the ſinking fund into the money appropriated 
VOL. II. P p p | for 


4% AN INQUIRY INTO THE PRINCIPLES SC Boox IV. Þ.4. 


for diſcharging the intereſt, and by placing al nei Nin beyond : 
the intereſt, as payment ãn part of the capital!!! 

Alto, They may be paid in one ſenſe, as ſhall. Ae | 
-by <p the e e eee um 


5to, They may be paid of by convening hen into apc 
lives. | 1 


to, And aftly, the may-be- paid off 8 value en N 
.tals, by the means of lotteries; where the ſtate may gan whes the | 
. creditors choaſe ta loſe from a. deſire of gaining. 

To one or other of theſe methods may be reduced all he 8 | 
honeſt expedicnts which a ſtate may employ to get rid of their debts, . 
without any breach of public faith, or without proceeding to the 
extremity. of preſcribing conditions. of payment, which the credi- - 
tors are forced to accept againſt. their will. 

As for the irredeemable debts, I apprehend, that, dom 8 | 
of the creditors, no change upon the condition of loan can juftly 
be made. 

I ſhall next point-out the 13 and diſadvantages of the 
ſeveral methods of diſcharging debrs, as they may affect the. ſepa- - 

rate, or cumulative intereſt of a ſtate. 
Were large debts which have ſubſiſted for a long time to be paid 
; off all at once, it would occaſion a ſudden and a violent revolution, 
which is always attended with inconveniences. 

Were, for example, the proprietdrs of lands to conſent to fell off 
a part of their eftates for the payment of the public debts, the 
quantity of land brought to market, would ſink the price of it very 
conſiderably ; from which would ariſe a great detriment to land- 
lords. I ſhall not here inquire from whence ſuch a ſum of money 
could come. | 

Could a treaſure be brought from India (let me ſuppoſe) ſufficient 
at Gnce to diſcharge the debts of Great Britain, circulation would 
become ſo glutted with money, that intereſt would fall to nothing, 
| This 


r 


nr. . 


This would be a temporary lofs to all the former creditors, until 
they had time to lend to the other ſtares of Europe, who would, in 
conſequence of the revolution, ſink the rate of intereſt upon their 
own debts. Something like this was the conſequence of paying 
off all the debts of France with bank notes in 1720, upon which in- 
tereſt fell, as we have obſerved above, to 2 per cent. | 

When, in the ſecond place, debts are paid off partially every year, 
according to a certain rule, it is expedient to have the capitals re- 
duced into ſhares of a determinate value, as is the practice in 
France, that they may be drawn out as in a lottery. The lots drawn 
may then be paid, and no detriment will follow to any particular 
creditor, more than to another: becauſe if by being paid there be 
either profit or loſs to the creditor, it will affect the value of the 
whole ſtock in proportion. If, upon the eſtabliſhment of ſuch à 
plan, the ſtock be found to riſe; it will be a proof that either the 
intereſt formerly paid was below the common rate, or that the 
credit of the ſtate was looked upon as precarious: if it ſnould ſinia, 
contrary concluſions may ſafely be drawn. | - Shear ad- 

This is a common method of paying off debts in France, where 

funds are more commonly divided into ſhares than in Great Bri- 
ain. | 
In 1759, the King opened a ſubſcription for feventy-two millions 
of livres upon the general farms: this ſum was divided into ſeventy- 
two thouſand actions, bearing ꝙ per cent. and it was ſtipulated, that 
upon the renewal of the farms in 1762, twelve thouſand actions 
ſhould be drawn by lot, and paid off monthly ; ' 1 ſix montlis 
the whole debt was to be diſchar get. ö 

The third method of applying what is e paid above the 
intereſt, in extinction of the capital, is che meaſure propoſed by 
Cardinal Richlieu for diſcharging the debts of France; only the 
Cardinal went to work in a very arbitrary way, both in determining 
the intereſt, and in fixing a value _— A OR ene ee 
mental to the creditors. | url 


. To 
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To apply this, 5 FN example. Had England at the time govern- 
Aiſhedd a ſinking fund, ariſing out of the ſavings which . 
were made upon reducing the rate of intereſt, from time to time, 
continued to pay to the creditors the fame annual ſums as formerly ; 
and thereby applied what Was paid beyond the intereſt, to the pay- 
ment of the capital, there could not have been any miſapplication 
of the ſinking fund; and the debts by this time would have been 
greatly diminiſned. Whereas by applying the ſinking fund to the 
ſervice of the year, for the eaſe of the people and advantage of che 
creditors, the conſequences may prove exceedingly inconvenient. 

Ihe fourth method of reducing debts is that adopted by Great 
Britain, viz. by reducing the intereſt paid upon them. From this 
we diſcover the reaſon why taxes, even in time of war, are ſeldom 
augmented in this kingdom much above the proportion, of thei in- 

tereſt of the money borr wet. © 

We have, in the ſecond chapter of the firſt . boldly PP, 
this:to be againſt principles, and the authors of ſuch a ſcheme were 
there ſtigmatized as men of no foreſight: we now fee how much 
people may be miſtaken in their concluſions in political nn 
when they are formed upon too narrow combinations. 

Were capitals intended ever to be paid, no doubt the nt 
would be juſt; but if it be reſolved, that capitals ſhall never be con- 
ſidered as the object of attention, and that the intereſt alone ſhall be 
looked upon * the real burden, then all payment of capitals is un- 
neceſlary, except ſo far as by paying a part of them, it may ſerve 
to reduce the intereſt upon the reſt, by making money regorge in 
the market beyond the uſes found for it, 

This plan cannot be carried on while a nation is engaged in an 
expenſive war, which abſorbs all the money to be lent: but it be- 
comes the object of a ſtateſman's care, after peace is reſtored, and 
when trade begins to bring in a balance upon exportations. | 

We have ſeen how that balance tends every year to diminiſh the 
_ capitals due to ſtraizgers, and to keep money at home. Then is the 
2 tume 
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time to extend taxation beyond the uſes found for money to pay the 
intereſt. Two or three millions extraordinary, raĩſed at tlie cloſe 
of a war, and thrown into the hands of the creditors of Great Bri- 
tain, in extinction of their capitals, would ſoon! engage them to cry 
for merey. They would find no outlex but France for ſuch ſumss 
and ix is preciſely after a war, that France is buſy in playing off the 
arbitrary operations on her debts, which reduces her credit too low 
for any one to truſt her with money. Let peace continue for a few. 
years, confidence will there advance apace, and then i it e pans 
more difficult to make money regorge in England. TONS) 

To ſay that taxes are already beyond all bounds, is, in ber 
words, to ſay the nation is no more in a ſtate of defence: becauſe 
ſhould Britain be again involved in an unavoidable war, the con- 
ſequence will be, either to render more taxes indiſpenſable; or 
to oblige the nation to ſubmit to _ ternis” 3 wy wad 
enemies. 

If it be therefore true, that taxes may ain be eee the 
moſt proper time for augmenting them, is, at the very cloſe! of w + 
war; becauſe then every cincummſtanct favours _ ep n 
ſhall now explain. | 10 139 

We have ſaid above, and experience proves hs _ of it, __— 
at the end of a war circulation becomes too full for domeſtic uſes ; 
and that the ſuperfluity of money is realized upon property. Thib 
is the conſequence of a ſudden ſtop in national expence. Were taxes 
ar ſuch a time augmented, part of this regorging money would find 
a vent by the augmentation upon domeſtic circulation which taxes 
would occaſion ; which augmentation would circulate into the ex- 
chequer, inſtead of becoming conſolidated with property, as has 
been ſaid, and coming into the hands of government, would be 
poured into thoſe of the creditors, in payment of part of their capi- 
tals. There it would regorge/a-new; becauſe it is obſerved, in ge- 
neral, that thoſe who have property in che funds are not apt to 
ſquander money when unexpeRedly thrown intg their hands; on 

the 
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the Catiary, they are comitionly fouril to live _ much within 


their income *, 910) NIL It, 

But ſuppoſe it ſhould not immediately. regorge, it would then 
increaſe expence and conſumption; conſequently, would advance 
induſtry, and render every branch of exciſes more productive. kn 
every combination we can form, public opulence would 'be au g- 
mented: money would regorge at laſt; and then the creditors 
would come with their application to government to ſuſpend the 
reimburſement of capitals, and to accept, in lieu of at, a dimi- 
nution upon the intereſt, 

This is the golden opportunity for diminiſhing the oublic burden 
occaſioned by debts; and this method of compaſling ſo defirable an 
end, is far preferable to. that of compelling creditors to fubmit to a 
diminution, by offering a ſudden reimburſement, which was put 
in practice in Britain in the year 1749, as has been obſerved. Had 

the public waited with patience one year longer, and then thrown 
in a few millions more than they did into the hands of the credi- 
tors, the propoſal of reducing the intereſt would have come from 


Experience ſhews, that when the debts of a nation have come to a height, the 
public creditors became people of great conſequence, upon account of the caſe and 
affluence of their circumſtances. They are not expoſed to the many hidden expences 
incident to land proprietors, They are a claſs in the ſtate but lately known ; the capital 
of their wealth is hid; and opinions concerning their figure and rank are as yet un- 
formed, Whereas the family of a land proprietor is known; his expence may ſurpaſs 
that of his. predeceſſors without much obſervation ; but if it ſhould fall below it, he 
commonly ſinks in the eſtimation of his neighbours, who ſeldom combine circumſtances 
which can only be gueſſed at. An heir to a landed eſtate, is bred up from his infaney 
with the notion of living like his father : the ſon of a monied man has commonly very 
different ſentiments ; and even when any of this claſs takes a turn to expence, the 
luſtre of it is all cifplayed round their own bodies; that is, in their own houſe, 
and in their own families: no country ſeats, hounds, horſes, ſervants in every quarter, 
family intereſt to keep. up, little oeconomy in ſpending. In a word, every one feels 
better than I can deſcribe, that landed men. commonly exceed, and monied men com- 
monly live within their income. 


the 
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the other quarter; which in, all bargains with von, is of the 
greateſt conſequence to the debtor. 


- The ſum of intereſt thus diminiſhed, upon an ble to ſuf. 
pend the reimburſements of capitals fora limited time; three quet- 
tions will naturally occur: 1. Whether the taxes ſhould be dimi- 
niſhed in proportion: or 2. If they ſhould be allowed to ſubſiſt with 
a view to apply the overplus of them to national purpoſes: or 3. 
Whether it may not be moſt adviſeable to turn ſuch a part of the 
debts into annuities for lives, as may abſorb the ſaving upon the 
former intereſt paid. The firſt two queſtions I reſerve for the fol- 
lowing book, where they will be fully examined; the laſt is the 
fifth expedient propoſed for acquitting the public. debts. - As the 
nature of it is abundantly evident, I ſhall only repeat what I for- 
merly obſerved, that this method of eſtabliſhing a ſinking fund, 
has the advantage of being leſs expoſed to miſapplications than any - 
other... 

The laft expedient of paying off capitals, below the original JEN | 
by the means of lotteries, ſhould - only take place after intereſt is 
brought ſo low as to cut off any near proſpect of reducing it ſtill 
farther. - 

I ſhall not pretend to guefs at the loweſt point to which the rate 
of intereſt may be brought, by the expedients of increaſing. money 
at will, by the means of banks upon mortgage. I have in the 
ſeventh chapter of the firſt part of this book, thrown out a hint of - 
a land-bank, which opens a very wide field of ſpeculation; but in 
this place, it would be unneceſſary to enlarge upon that ſubject. 

Let me ſuppoſe the rate of intereſt brought lower in Britain than 
any where elſe, it will nevertheleſs be ſubject to periodical rilings, 
on many occaſions. 

Upon every ſuch emergency, capitals will ſok in the market 
below par. 

It is then on // that a ſtate can have recourſe to this laſt expedient ' 
of opening lotterics, and taking in ſubſcriptions at the market price 
of the funds ſubſcribed into them. And although the annuities to 

- be 
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be pald upon che lottery fund be regulared-by the ra of intereſt 
at the time, and conſequently conſiderably above the ſtandard of 
the other debts; yet the ſame methods of reducing it afterwards 
will conſtantly "ora their effects, and a fn the ca- 
r U boten 291 01 zit. 

In like manner, in time of war, when the public Fonds fall 
n in their price, government may open new ſubſcriptions, 
and receive payment for them in their own paper at the market 
price, allowing a ſmall premium in the rate of intereſt. If che 
ereditors willingly ſubſcribe upon theſe conditions, no violation of 
public faith can be alledged. By this operation, the capitals will 
de diminiſhed, and the advanced rate of intereſt paid during the 
war, will return upon the peace to where it was: then the new 
ſubſcriptions may be paid off, or lubſcribed for again at a lower 
rate than beforc. iT 

Suppoſe it then reſolved, that in time e of war, the nation's e 
tors ſhould be allowed, at certain times, to ſubſcribe their capitals 
in books opened at the bank for that purpoſe, one quarter per cent. 
above the ſelling price. Would not this have the good effect of 
ſupporting the price of ſtocks on one hand, and of reducing the 
capital of the national debt upon the other? Example. 

Let me ſuppoſe that in time of war, the 3 per cents. ſell at 742, 
might not government receive them at 75, and conſtitute the new 
ſubſcription at 4 per cent.? What intereſt could any one have not to 
ſubſcribe, who at ſuch a time intends to ſell his ſtock? His 3 per 
cent. ſold to government at 75, and turned into a 4 per cent. would 
afterwards, when ſold in the market, produce; per cent. more than 

if it had not been ſubſeribed into che new fund. 

Perhaps in Change alley, where calculation is carried to the ut- 
moſt pitch of reſinement, even this eventual advantage to govern- 
ment might ſink the value of the new 4 per cents. Let this be allowed. 
The anſwer is, that when people compute with ſuch nicety, and 
comprehend in their calculations every circumſtance the moſt mi- 
nute, it is, I think, the intereſt of a ſtate (whoſe views ſhould 
extend 
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The ſmalleſt — to be Mt by the niceſt pen ill engage 
the monied man to ſubſcribe; conſequently, the capitals of debts 
may be diminithed, at a loſs to the public almoſt imperceptible. 
And for this imperceptible loſs in the mean time, the nn na- 
tional advantage may be obtained at a diſtant period. 

It is now full time to cloſe this book, which has led op 
yond its due proportion. the ſubject of credit anti debt 2 
nected with many queſtions relating to taxes, and to che applieation 
of their amount, that the connection of the ſubject would have fdr. 
fered little in blending them together, But as I find it is a great 
relief to the memory to interpoſe, now and then, a pauſe; and as 
taxes were intended to he treated of by themfelves, aceording to 
the plan I at firft propoſed; 1ſhall make no alteration in it. 

At the end of the firſt and ſecond books, Iſubjoined/a- chapter of 
recapitulation ; in the third book, chis was ſupplied. by a very full 
table of contents; here, becauſe of the intimate connection of the 


ſubject of this and the following book, I ſhall refer the 46 to 


the 1 895 of the volume, for a full reef of Ton.” 
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BOOK V. 


OF PALS AND OF THE PROPER APPLICATION 
| Or THEIR AMOUNT. | 
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INTRODUCTION. 


HE ſubject of taxes is ſo cloſely connected with every branch 

of political oeconomy, that I have not been able to avoid 

” anticipating a ſubject, which, according to my plan, is left for the 
concluſion of this work. 

What has been hitherto introduced concerning taxation, in treat- 
ing of induſtry, trade, money, credit, and debts, relates principally 
to the effects of taxes upon circulation, prices, and ſeveral other 
things relatively to thoſe ſubjects. . 

What therefore remains, not as yet touched upon, chiefly con- 
cerns the principles which determine the aature of every tax, rela- 
tively to the intereſt it is intended to affect. 
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book I ſhall alſo have — — farther than as yetT 
have done, certain combinations concerning the effects which taxes 
have in multiplyingthe fund of Firculgion : [And af the augmen# 
tation of taxes tends greatly to increaſe money, I am thence led to 
examine, how far the adyantage gained by the ſuppreſſion of taxes 
— . ee 
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2 4 IN er ent Ne Taue he 
* 2 1G cri, e gt 
AES have been eſtabliſhed im all ages of the world, under 
12 names of tribute, tittie; tally, impoſt, duty, gubel, 
"cuſtom, ſubſidy, excife ; and many others needleſs to recapitylate, 
and foreign to my ſubject᷑ to examine 
erhough in every ſpecies of 'this voluminous category; there are 
certain characteriſtic differences ¶ yet one principle prevai i all, 
upon which che definition may d founded... 
I underſtand therefore by tax, in its moſt general acceptation, a 
certain contribution of fruits, ſervice, or money, \impoſed upon the indrvidual: 
Ja fate, by the att or conſent ih — lame, in order to af quiz 
pences of government. MATT JE , QODQISIDATION 19,1; EI 
This definition may, I think, inblude, in general, all kinds of 
burdens which can poſſibly be impoſed. By fruits are underſtood 
either thoſe of the earth, of animals, or of man himſelf. By ſer- 
vice, whatever man can either by labour or ingenuity produce, 
while he himſelf remains free. And under money is comprehended 
the equivalent given for what may be exacted in the other two 
Ways. a 
I have no occaſion to conſider the nature of ſuch taxes as are 15 
in uſe in our days. Tributes of ſlaves from conquered nations are 
as little known in our times, as anne e of Ne 
the ſubjects of the ſtatte. d 9919 
I divide, therefore, modern taxes into three NE e Thoſe 
upon alienation, which I call proportional: 2. Thoſe upon poſſeſ- 
hons, which I call cumulative or arbitrary: and 3. Thoſe exacted 
in ſervice, which I call perſonal... Theſe terms muſt now be fully 
explained, that I may uſe them * without * mince 
ſtood, | 19991 dane. 
| 8 pro- 
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A proportional tax preſents à ſimple notion. 
It is paid by the buyer, who intends: te conſume, at the time of 
the conſumption, while the balance of) wealth is turning againſt 
him; and is conſolidated. with the price of the commodity. 
Examples of chis t e all grciſse, cuſtaoms, ſtamp: duties, poſt- 
age, - coinage, and the like. 
y this definition, two neꝗuiſites are neceſſary for fixing 
upon any. one: ſirſt, he muſt be a n ſecondly, he muſt 
conſumer... Let this be retained... . r ire ldi moi 
A cumulative or arbitrary — ideas at firſt ſight, 
and cannot well be dei t the nature of it has been illuſtrated 
by examples. „rn. üg ttf umi 
It may be known, e860 of iz yhich is to affect the 
Poſſeſſor in ſuch a manner as to make. it difficult far him co aug- 
ment his income, in proportion to the tax he pays. 

Aae, By the object, when inſtead of being laid upon any deter- 
minate piece of labour or conſumption, it is m yak And 
not preſent gains. Ti achantth x: 

3%, By the circumſtances under which, it is levied, which imply 
no tranſition of property from hand to hand, nor any change in 
the balance of wealth between individuals. _ 

Examples of cumulative taxes are 'land-taxes, poll- taxes, window- 
taxes, duties upon coaches and ſervants, that upon induſtrie, in . 
France, and many others. 

A perſonal tax is known by its affecting the perſon, not the arſe 
of thoſe who are laid under it. Examples of it are the corvi, in 
France; the fix days labour on the high roads, and the i ſer 
vice before pay was allowed, in England. 

es thus explained what I mean by proportional, 3 

and perſanal taxes, it is proper to obſerve, that however different 
be evt in France is the perſons] ſervice of all the labouring claſſes, for carrying 
on public works. | Were they-paid fot in money, it i computed they would amount 

to na more than 1 200 000; livres a rar. / Wm 256k 
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ty may prove in tht effects a cnHqme tees; they Ml ARTE In 
"this! that they 6ught to'iftipair the frust and hot e fund; the 
erpentes of the perten taxed, hot che fevings} the ſetvices,” nt che 
perſons of thoſe e d Term. Nui E j0ft eig Sd doi novnyd mano 
" This holds true in every denomlnation of taxes, Th Former thiys, 
"When annüaf tribütes of ſlaves Were Pai And even at picfent 
amông the Turks, White it is ctiſtomaty to recruit the feragHGG of 
at men by {ich contributiotis; 1 cohader the young woitici' WH 
'are ſent, as part of the fruits of the people who fend theffl. Tie 
10 à fundatneftal printiple in trratiem; and thierefore public tntfl. 
putions, which neceflatily imply 4 Amiden of any capital, can. 
not properly be ranged under the head of taxes. Thus when the 
Putch oonttibüted, not many years ago, eee e 4 
operty towards the Tervice c the fate, I cannot pro — 14 contider 
chat! in the light of a tax: It was indeed a moſt public f pirit ted con- 
tribution, and did more honour to that People from the ndelity 


ith which it was made, than any thing of the kind cer boifted 
I of by a modern fociety 9 70 Io fy oft ; 21 Gosen 
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7 HATEVER exiſts for the uſe' of man, fo far ad it ban 

dered as a fund for taxation, may be claſſed under the fol- 

PAM heads: 1. The produce or früftb of che earth; 2. the pro- 

duce of the induftry of man; or 3. 3. his erſonal ſervice. Farther, 

Fruits cannot be obtained uren the  necellary labour of n man 
and cattle. As this labour e elt the neceſſary can um 

tion of maintenance, &c. t PLE the land muſt be under 

ſtood, with regard | to taxes, to od that part of the fruits only ie 

| remains 
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— 
remains after dedactiss an equizalent for all neceflary 
makingiche earth pdneg hem. Ther net produce. + the 
earth is to þp,,confidered. as a fund liable 10 taxation f and 
contribution which bears not a juſt proportian; to that n 
eren. hal be ſhenn as we gong. 

Again, 23. t the produce of york: this cannot bo brought, into 
exiſtence without ſome expence, viz. the maintenance of the work- 
man that is to ſay, his food, raiment, fire, lodging, and the ex- 
bases bei at for wei and every other neceſſary. This we ſhall, 
for the. future, call his pbyſical-neceſlary, The value of the work, 
oyer and above an equivalent for theſe articles, is the only fund to 
be Pads regard to the workman. 

ro work. itſelf, we have feen above, (Book Il, chap. 26) in the 

al diftribyrion, of things which may he, purchaſed with mo- 

ney, k 0 it was ranged under the. cla aſs of things incorporeal. kor 

thay, reaſon, the work performed cannot come under t: taxation; and 
therefore the perſon working, who by work. ACcquixes a balance i in 
his favour, 15 brought to be affected by proportional {AXES upon the 
articles of his conſumption; and when it is found that thele articles 
ſaffer no alienation before they are conſumed by him, and conſe- 
quently eſcape taxation, then he may either be laid under the cu- 
mulative taxes, which will affect his wealth, or under the perſonal, 
which are paid in work itſelf, and in that reſpect may be conſi · 
dered as the fruit of the man. 

Nothing would be ſo cafy as a general rule for impoſing propor- 


tional taxes, did the labourers of the ground actually conſume a 


Ft of the. fruzes of the earth, and the Ie induſtrious fl by 
Part of their. OWN; work, in lien of, this ph zylical cal-neceſſary, f at 
ok e, nothing but Kean fruits a1 and work, not 1 n- 
1 ; 8 by the 15 T090S HA would 4 come to market or the 
uſe hoſe wh 0 N 0 i 43 have an equivalent | to give 
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Wealth is going to turn in favour of the induſtrious, againſt ths 


idle conſumer) a tax proportional to the value of the alienation 
might, with the e propriety, Be impoſed, as we ſhall r bene | 
diſcover. 

This, I hope, wil recall to mind the principles deduted in the 
chapter above cited, where we made it appear, how the induftrious 
claſſes, who furniſh conſumable commodities for the price of their 
overplus, muſt conſtantly have the balance of wealth turning-in 
their favour: and when once they arrive at a certain degree of eaſe; . 
proportional to their ambition, then they give over working, and 
become incorporated into che claſs of thoſe who have nnn 
them. 

Thus matters go on in a el eitele: The infuſions be- 
come caſy, and the public lays the conſumers under a 2 er 
contribution in proportion to their expence. 

The hypotheſis we have made, is not entirely agreeable to matter 
of fact; becauſe the operation of taxes is far more complex than 
we have deſcribed it to be; but by ſimplifying it, as I have done, it 
ſerves to give an idea of the reſult, or general conſequence of pro- 
portional taxes, which, when properly impoſed, do affect the idle 
only, but never the induſtrious. 

Were, I ſay, the operation of taxation as ſimple as we N repre- 
ſented it, nothing would be more eaſy than to deduce its principles. 
Nothing would come to be refunded to the labourer or work- 
man, at the ſale of his ſurplus. This ſurphus would be equal to 

the whole produce of the earth, and whole induſtry of the country, 
deducting the phyſical· neceſſary of all the induſtrious ; and this 
phyſical- neceſſary need not then be deducted; becauſe it is ſup- 
poſed to be conſumed in the very production of the ſurplus, as 
the aqueous part of ſea water is conſumed before you can have 
the ſalt. 

This illuſtrates what has been ſaid, viz. that the fruits of the 
earth are only to be reckoned to exiſt, after deducting the neceſſary 
expence of providing them. For though in fa& a farmer poſſeſſes 

all. 
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all his crop after harveſt, yet part of it, ar 0 him, is virtually con- 
ſumed out of his own ſtock, or that of others who have furniſhed 
him food and neceſſaries all the time it was coming forward: con- 
ſequently, that part neither belongs to the ground, or to the farmer. 

If it be urged ftill, that the whole muſt be ſuppoſed to exiſt with 
regard to the ſtate, I agree to the propoſition ; but according to our 
argument, it muſt not be ſuppoſed to exiſt in favour of the ſtate, to 
the prejudice of the farmer; for this reaſon, that the total of the 
farmer's expence muſt be underſtood to have been taken from the 
ſurplus of other people's induſtry, and therefore if the crop be ſup- 
poſed to exiſt with reſpect to the ſtate, becauſe it is in the farmer's 
yard, the ſurplus of induſtry which he has conſumed mult not be 
ſuppoſed. to exiſt in favour of the ſtate, ar the ſame time. But as 
the farmer is ſuppoſed to have paid the tax upon what he has bor- 
rowed and conſumed, he mult draw it back from thoſe who, in their 
turn, are to conſume his crop: and if he draws it back, he cannot 
be ſaid to pay it, although the ſtate profits of it as much as if he did. 

Does it not appear from this analyſis, that a ſtate can only take 
gratuitouſly and proportionally out of the ſurplus of fruits and in- 
duſtry? Now what is here called ſurplus, relatively to the induſ- 
tridus, is the neceſſary fund of conſumption for all the rich and 
idle; conſequently, were the ſtate to diminiſh any part of tae quan- 
tity, the idle and the rich would be deprived of a ſufficiency : but 
in regard that thoſe who do not work give money, which is the 
price of all things, in exchange for what they conſume, there the 
ſtate ſteps in, and ſays, we aſk nothing of thoſe who have no- 
thing but their phyſical-neceſlary, this they have been allowed to 
take; we take none of their ſurplus from them, this we allow them 
to ſell to you: but as for you, who do not work, and have in your 
coffers wherewithal to purchaſe the labours of your induftrious 
brethren, this labour you ſhall not profit of, unleſs you give the 
itate a certain value out of your wealth, in proportion to the work 
and fruit you are going to conſume, although e have nine 
nothing towards the production of it. 

VOI. II. R rer Hence 
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Hence it appears evident, that without money there could (be n 
tax impoſed : for were. the ſtate to take their proportion of the. α 
ſurplus, and diſpoſe of it out of the country, a part of the inhabi- 
tants would be ſtarved. But by an equivalent's being found, quite 
different from the ſurplus itſelf, of no uſe for ſubſiſtence, the 
whole produce of induſtry is left for the uſe of thoſe who have it: 
the ſtate takes what part of the equivalent they pleaſe from the idle; 
and no body ſtarves, but ſuch as have not money, nor induſtry, 
nor the talent of exciting the compaſſion of the charitable: | :. 

By this ſimple. repreſentation of a moſt complicated operation, 
F have been able to deduce the capital principle of proportional. 
taxation. If the reaſoning be found ſolid, it may be retained ;, 
becauſe we ſhall have ares to recur to it, at almoſt crerp nen 
combination. N Hh 


20 r. 
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CHAP. II. 


How proportional Taxes. are drawn back by 135 le fit, and 
| bow that drawing back is the only reaſon why Taxes raiſe the 
Prices of Commodities. 


HAT perplexes our notions in the theory of proportional, 
taxation, is, that the induſtrious man, inſtead of bringing 
dis ſurplus to market, is obliged to bring the whole of his work. 
Let me, therefore, ſuppoſe him to be creditor upon one part of. 
his work, and proprietor of the other. This will divide it, as it. 
were, into two parts, Which I ſhall call (A) and (B). 1: bonn 
(A) repreſents that part upon which ne is creditor, and anſwers 
to all the expence he has already been at; that is, to his phyſical» 
neceſlary, as we have called it. d e have ſaid ought to be con- 
ſidered 
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ſaderedl a2; virrually- conſumed by the workman; and if à tax be 
raiſed upon dit, it muſt not affect him; that is, bet muſt draw it 
totally back from the perſon to whom he diſpoſes of it. (BH) on 
the other hand, repreſents that part of which he is proprietor, to 
wit, his profit; and n not, as che 
ſtate ſhall chink fit. 1 
If it be taxed in the hands of the ndufirious man, . ſuffer⸗ 
ing an alienation, the tax will be of a cumulative nature. If it 
be left free to him, and taxed to the perſon who buys it, it will be 
of the proportional kind, as we ſhall ſec afterwards. Again, 
In the fuſt caſe, it will check the growing wealth of the induſ- 
trious man; in the ſecond, it will accelerate the diſſipation of the 
. Taxes, therefore, of the firſt kind, are proper to be impoſed in 
countries waere the ſtate is jealous of growing wealth, as we have 
obſerved in the 25th chapter of the ſecond book. If the tax, again, 
be laid upon the buyer, then the balance turns in favour of the in- 
duſtrious man, in proportion to the full amount of (B), and pro- 
duces no other effect than to accelerate; the diſſipation of the Ec 
Let us now take in a new combination. | 
If, when the work is brought to market and ſold, the price 
not exceed the value of the induſtrious man's (A), then he is of the 
claſs of thoſe we call tan (heb who accumulate no profits. 


If the price of it be leſs than (A), he becomes a load upon the ſtate, 
a bankrupt to thoſe who have fed him upon credit, and will die for 
want, unleſs he be ſupported by charity. 15 HAY KI 

Zo far with regard to the ſeller: next as to the buyer. 

The buyer appears at market with his money. When he comes 
there he muſt give, firſt, an equivalent for the prime coſt of the 
merchondize; that is, he muſt refund every expence neceſſarily in- 
curred in producing it; or he muſt refund the value of (A). Next, the 
induſtrious man has a claim upon him for his profits, viz. his (B). 
Then comes the ſtate, who claims a part of his wealth, in regard 
nnn purchaſe what his own induſtry has not pro- 

Krr 2 duced. 
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duced. This is the tat Fihall"eatt it (c). This tax will be foufd 
ob ch the Proporitoha Wind it will not affect the growing wealth of 
the ſeller, but it will accelerate the diftipation of the buyer; and 
will pull down the ſcale againſt him, in favour of the induſtricus. 
This is a proper tax, in countries hls the ſtate obſerves the Matin 
of ſharing the wealth of thoſe ho OO" STIFF OE! 

Let us now take in another combination. Let us ppc lit 
buyer to be an induſtrious perſon, and the thing bought to be a ne- 
ceſſary material for the manufacture in which he is employed. 1s 
it not plain, that when the ſecond induſtrious man comes to mar- 
ket to ſell his work, which I alſo ſuppoſe compoſed of his (A) and 
his (B), that his (A) is a ſtill more compounded body? It firſt in- 
cludes his own phyſical-neceſſary, as above: 2. the (A) and (B) of 
the man from whom he bought the materials: and 3. the (C) which 
he paid t to the ſlate for the liberty of 1 enk. he himſelf 
had not produced. 

Whoever therefore buys from the ſecond induſtrious man, muſt, 
in like manner, refund to him his full (A); he muſt alfo pay him 
his (B); and then he will find the ſtate claiming their (C), as in the 
former operation. 

This being done, let us examine the intereſts of all parties. The 
firſt induſtrious man has no reaſon to complain of the tax; becauſe 
he was paid his neceſſary expence (A), and alſo his (B) for his pro- 
fit; and the ſtate realized the tax at the expence of the ſecond in- 
duſtrious man, who paid it. Now we ſaid that the diſſipation of 
his wealth was accelerated in proportion to the value of what he 
paid for (C); but as he is none of the idle, and as the thing bought 
was a material neceſſary for his manufacture, the ſecond buyer 

finds himſelf obliged to refund the whole amount of the firſt (A), 
(B), (C); becauſe the ſum of them make a part of the ſecond man's 
(A). Now it is the refunding of this (C) to the induſtrious man 
which is the only circumſtance, from which proceeds the riſe in 
the price of commodlities, in conſequence of proportional taxes. 
er the ſecond buyer muſt pay the ſecond induſtrious man's 

(B), in 


4. 
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(B), in favour of the balance which i is going to turn int him; 
and laſt of all, he muſt pay the ſecond (C), which is the ſhare che 
ſtate requires of him, in order to accelerate his diſſipation. 
No let us obſerve, that if the commodity bought by the ſecond 

induſtrious man, be not neceſſary for the exiſtence of his many- 
facture, it cannot enter into his (A\, and therefore muſt be dimi- 
niſhed upon his (B); and if his (B) cannot pay it, then he will owe 
it to ſome body, and for the future muſt either abſtain from ſuch 
expences, or leave off working, in favour of thoſe who can live 
without them. 

Let me illuſtrate all this by an example. | 

| Atanner ſells his leather to a ſhoemaker ; the ſhoemaker in pay- 
ing the tanner for his leather, pays the tanner's ſubſiſtence and. 
profit, and the tax upon leather. | 
The man who buys the ſhoes for his own conſumption, refunds 
all this to the ſhoemaker, together with his ſubſiſtence, profit, and 
the tax upon ſhoes; conſequently, the price of ſhoes are raiſed, 
only by refunding the taxes paid by the induſtrious. 

But if the ſhoemaker's ſubſiſtence ſhall happen to include cither 
tavern expences, or his conſumption on idle days, he will not draw 
theſe back; becauſe other ſhoemakers who do not frequent the ta- 
vern, and who are not idle, will underſell him: he muſt therefore 
take his extraordinary expence out of his profits; and if his Profit 
be not ſufficient, he muſt run in debt to the tavern-keeper. : 

The extravagance and idleneſs, there fore, of particular w orkmen 
does not check induſtry, nor raiſe prices; for theſe will always be in 
proportion to demand, and there is no reaſon why demand ſhould ei- 
ther riſe or fall, becauſe a particular workman is extravagant, or con- 
ſumes a commodity not neceſſary for his manufacture or ſubſiſtence. 

From this example there ariſes a new combination: that in pro- 
portion as the induſtrious do not conſume of the produce of their 
own induſtry, but come to market with the whole, and then pur- 
chaſe the work of others, they are conſidered, as to taxes, in the 


Nur of idle conſumers, who do not work, but purchaſe with 
„ money 


0 | 
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money the fruits of the induſtry of others. By this operation, the tax- 
able fund is augmented, beyand the extent, of che general lurplus 
called (B). The reaſon is plain. Whatever is brought to market 
is ſuppoſed to be ſurplus, as it may there he houghu by the idle, as 

well as the induſtrious. The only difference is, that the firſt do 
not draw back the tax, and that the ſecond do, as we aan e 

ſnewn. aul 12. 

From this eee may y condude, that ha to i 
portional taxes to their utmoſt extent, is to dra all commodities to 
market, to engage every one to carry thither the whole nn of 
his induſtry, and buy whatever he ſtands in need ß. 

But which way will you engage either a farmer to ſell his erop; and 
buy ſubſiſtence from another ; or a ſhoemaker to fell his own, and 
buy his neighbour's ſhoes? The thing is impracticable; and were 
it attempted, it would prove an arbitrary proceeding, and a cumu- 
lative tax laid upon their induſtry: a: tax which, by the nature of 
it, they cannot draw back, as we ſhall preſently ſee, and from this: 
circumſtance alone proceeds the whole oppreſſion of it. | 

Let me next analize the price paid by the laſt buyer, wn we 
have called the rich and idle conſumer of the manufacture, Who 
can draw nothing back from any body. | 

Is it not compoſed of the whole value of the ſubſiſtence, of the work, 
of the profits, of the tax? The whole reimburſement of all former 
payments and repayments lands upon him. Thoſe who have been 
at all the expence, appear in the light of his ſervants and agents, 
who have only advanced money upon his account. 

How abſurd, therefore, is it either to ſay, that all taxes fall ulti- 
mately upon land ; or as others, for no better reaſon, pretend, that 
they fall upon trade. I ſay, that this category of taxes which I have 
now been deſcribing, and which I ſhall ſtill more fully explain in a 
ſubſequent chapter, never can either fall upon, or affect any perſon 
but the idle; that is to ſay, the not induſtrious conſumer. If there be 
found a poſſibility for any conſumer to draw back the tax he has paid, 

I ſay he 1 is of the claſs of the induſtrious, in one way or other: and 
 T farther 


bo, 
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I farther ſay, char duch Flat faifes ME pries, or the cmmodity. But 
by drawing bark, I uifderftaHd AN tl. & un inſepar- 
able conſequence'bf Nis Ae paid the tax. 1 do not for example, 
ſay that a plate man draws back his taxes by the emolumetits' of 
his a but I ſay a n back his exciſe wy" the weed 
his beer. 6d Ow #6 ob oel 47 JL! DI X63 5 5 

Let mis principle alſo be retained, that with reſpedt to the” con- 
ſumption of ſuperfluities by the manufacturing claſſes, they muſt 
be conſidered as being of the claſs of the rich and idle, as much as 
the firſt Duke in England. When therefore the extravagance of the 
manufacturing claſſes becomes general, and when the rate of the 
market can afford them great wages, relatively to the price of neceſ- 
ſaries, ſuch profits conſolidate: into the price of the manufacture 
according to the principles laid down in the roth chapter of the 
ſecond book... The ſtateſman then muſt endeavour to create a com- 
petition, by introducing freſh and untainted hands into ſuch 
branches. This will be a ſure check upon the induſtrious; and; if 
rightly applied, will prevent all frauds, all' pretences for the riſe of 
the price of labour on account of taxes: and, if carried to the full 
extent, will prevent any induſtrious perſon from enjoying either 
a day's idleneſs, or the ſmalleſt ſuperfluity ; except in Ion 2 | 
of his peculiar ths or extrinſie advantages: 


CHA ÞF;. -IV.-- 
Of cumulative Taxes. 


SHALL not here repeat what I have already ſaid concerning 

the characteriſtics of this Kind of impoſition ; but after citing 
ſome examples, I ſhall examine it more cloſely, as to its nature 
and conſequences, . | 
The 
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The moſt familiar examples of it to an ſao * tithes, 
Anas. window-tax, and poors-rates. * 

The moſt familiar examples toa Frenchman, are the Taille, Ss. 
and Ufencil, (which go commonly together) alſo the e. che 
Dixieme, the Vingtieme, and the Mduyſtrie *. 

The nature of all theſe taxes, is, to affect the poſsellons, i income 
and profits of every individual, without putting it in their power 
to draw them back in any way whikerer; conſequently, fucy. taxes 
tend very little towards enhancing the price of commodities, _. 

Thoſe who come under ſuch taxes, do not always conſider that 
their paſt induſtry, gains, or advantages of fortune, are here in- 
tended to ſuffer a diminution; in favour of the ſtate; for which out. 
going they have, perhaps, made no proviſion. 

When people of the lower claſſes, inſtead of being ſubjected to 
proportional taxes, are laid under ſuch impoſitions, there reſults a 
great inconvenience. They are allowed to receive the whole profit 
of their induſtry, which in the former chapter we called. their (B], 
the ſtate however reſerving to itſelf a claim for a part of it: this, in- 
ſtead of being paid gradually, as in a proportional tax, is collected 
at the end of the year, when they have made no proviſion for it, 
and conſequently, they are put to diſtreſs, | 

Beſides, how hard is it to deprive them of the power of drawing 
back what they pay? And how ill judged to truſt money with thoſe 


* The Taille is properly a land-tax, to which men called noble are not ſubjected. 
The reaſon of which is, that it was originally impoſed in lieu of ſuch perſonal military 
ſervices as were peculiar to the lower claſſes. 

The Fourage and Uſtencil are laid upon all thoſe who pay the taille, and are in pro- 
portion to it. The firſt is appropriated for the ſubſiſtence of the cavalry, when they are 
in quarters; the laſt for kettles and ſmall utenſils for the infantry. | 

The Cap#ation is the poll-rax. The Dixiemes and Vi . have bak alrcady 
explained, and tithes are well known to every one. 

The I:duftrie is that impoſition arb'trarily laid on by the Intendants of provinces, 
upon all claſſes of induſtrious people, in proportion to their OT profits in every 
branch of buſineſs, 
who 
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who are ſuppoſed, only to gain an eaſy phyſical-neceſſary? An 
equivalent for procuring the articles of eafe and luxury, ſhould 
not be left in the hands of thoſe who Are not permitted to enjoy 
them. 
From this we may conclude, 1. That the more ſuch taxes are 
proportional to the ſubject taxed, 2. the more evident that propor- 
tion appears; and 3. the more frequently and regularly they are 
levied, the more they will reſemble proportional taxes, and the leſs 
burden will be found in paying them. Let me illuſtrate this by 
ſome examples. 

The ſtoppage upon a ſoldier's pay, either for the invalids, or 
Chelſea, is a cumulative tax; but the method of levying it gives 
it all the advantages of one of the proportional kind. 1/, It bears 
an exact and determinate proportion to the value of his pay. 
2dly, This proportion he knows perfectly. And 3t, Inſtead of 
receiving the whole into his own poſſeſſion, and paying the hoſpi- 
tal at the end of the year, it is regularly and gradually retained 
from him at every payment. 

Tithes are a cumulative tax; but they are accompanied with all 
the three requiſites to make them light; although in other re- 
ſpects they are exceſſively burdenſome. 1/, They bear an exact 
proportion to the crop. 2dly, This proportion is perfectly known. 
zaly, Nature, and not the labourer, makes the proviſion. But 
they fall upon an improper object: they aſſect the whole produce 
of the land, and not che ſurplus; which laſt is the only fund that 
ought to be taxed. 

The land-tax in Scotland bears, %, a very determinate propor- 
tion to the valuation of the land; and has, 2d/y, the advantage of 
being well known to every contributor ; ſo that proviſion may eaſily 
be made for it. But the third requiſite is wanting: the proprietor 
having the public money in his hands, often applics it to priyate 
purpoſes ; and when the demand is made upon him, he is put to 
_ diſtreſs. 

VOL. II. SC\C The 


— \ 
2 


. , 1 7 "gs 
_ 2 4 8 — ty pages * 
7 „ n 3 TS RI 1 
m * 9 * 2 1 hy . 1 2 4 — — * N E * — 7 * 
. h . 5 * „ , — : 
** — . — mos 
- 1 = 8 * ad _ ue * — + 
» \ l 2 2 =_ _ " — 4, 
—_— 


- may ww o 


—_ 


$44 — 3 Ae. 
- to 
m2 


* 
-” * 22 wad 
ä 
\ N * 4 


- * 
_ 232 5 22 LEY 


* 8 „ et we 

„4 — — — r zen 
N 1 LICE 

- „ #- = 


La an 


* * A L 2 


i 
4 
* 
4 -. 
> 
44 
x7 


1 


3's. wv 


2 v 4 
: 2 * I 8 * 
F & d » "IX * ls 
= y "= 
2 
* F CI 


498 AN INQUIRY INTO THE PRINCIPLES Box V. 


The tall, in many provinces of krante, bears, fi, a very erat 
proportion to the value of THE andes 9185 f N ro: 

But in the ſecond place, the proportion is entirely unknown 6 
the man who pays it; being nowhere to be ſeen but 3 in the offices 
of the intendant and Kis deputies. Far e 99 ee 

And in the laſt place, the whole payment comes at once. 

What hides, and conſequently deſtroys this proportoi, is, ial 
after the diſtribution is laid on, as in Scotland, at fo many fHilli ings ' 
in the pound of valuation, the full ſunt intended to be vaiſed does 
not come in; either becauſe the intendant has given exemptions to 
certain pariſhes, on account of the accidents of ſterility, Hail, mor- 
tality among the cattle, and the like ; or becauſe the property of a 
part of the pariſh has fallen into the hands of people exempted 
from the taille; or that others, who were really bound to pay part 
of it, are become inſolvent. The intendant muſt then make a 
ſecond, and perhaps a third general diſtribution of the deficiency 
upon all the contributors, in the moſt exact proportion to the firſt, 
but yet by their nature impollible to be foreſeen. Tt is for theſe 
reaſons chiefly that the 7aille in that kingdom is ſo grievous. 

Theſe ſecond diſtributions of the tax, 1½, deſtroy the proportion 
between the tax and the revenue taxed. 24ly, They make it im- 
poſſible t to judge of the amount of them. And laſtly, the demand 
comes at once, when, perhaps, the money has been otherwiſe ap- 
plied. 5 A 

The French tax upon induſtry is more grievous till; becauſe 
none of the three requiſites above-mentioned arc barre to 
operate. 

This tax is ſuppoſed to be proportional to the profits made bre | 
trade, and other branches of induſtry, not having the ne for 

This fort of taille is called arifte ; becauſe it is ns according to & valuation 
of the land. It is a late improvement: but Nil en to numbetleſs inconveni- 
ences, which ate mentioned in the text. 1 Huhn 


14 
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their object. All merchants and, Sen! in ge. and rſh 


bliſhing This tax, as I have. faid in, another place, is is ; in order, to 
make every individual in the ſtate contribute to the expence of it, 
in proportion to the advantages he reaps. Nothing would. be more 
juſt, could it be put in execution, without doing more hurt to Ln 
Rate, than the revenue drawn, from it can do 

I ſhall now, ſhew how, in this tax, all the three requiſites we 
have mentioned are wanting. | ; 

j 
ino, By its nature, it can bear no exact proportion to the profits 
of the induſtrious man; ſince nobody but the perſon taxed . lo 

much as gueſs at their extent. ers 
Ada, It cannot poſlibly be provided for, as no check can * ut 
upon the impoſer, unleſs ſo far as general rules are laid down Fi 
cach claſs of the induſtrious ; and from theſe again other! incon- 
venienccs flow, as ſhall be obſerved, | 

.Ztig, It comes at once upon poor people, who have been fre- 
quently forced to beg for - want of employment before the tax- 
gatherer could make his demand; and thoſe who remain, fre- 
quently become beggars before they can comply „ - 

1 fay, that from the general rules laid down for regulating this 
tax, as to every claſs, a workman who has a large family to main- 
tain, is no leſs taxed than one who has no charge but himſelf: and 
it will be allowed, I believe, that the profits of one induſtrious 
perſon. of the lower claſſes, is in no country ſuſſicient to pay any 
conſiderable tax, and maintain a large family, much leſs a ſickly 
one. I therefore imagine, that cumulative taxes never ſhould be 
raiſed upon ſuch claſſes of inhabitants as have no income bur their 
perſonal induſtry, which is ſo frequently precarious. 

Merchants alſo ought not to be ſubjected to any tax upon their 
induſtry. They ought to be allowed to accumulate riches as faſt 
as they can: becauſe they employ them for the advancement of 
induſtry ; and every deduction from their profits is a diminution 
Wu that ſo uſeful fund. 

812 When 
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Witen cummlatiee taxes are Lack prpdn any of the: indvifirious 
claſſes, tliey tend to check growing wealth ; and are met furmi- 
larly impoſed — — n en = w9/Excits 
jealduly, Us has dern fee: pe al 

But às to che clas Gf — 4 Shur — nene 
wealthy inhabitants, Who tive upon a revenue already made, the 
impropriety of cumulative taxes is much lefs. They are however 
*urdenfoitic; and Aifttgrecable in all caſes, and ought to be di. 
penſed with, when the neceffary ſupplies can be made out hy pto- 
portional taxes, withotit raiſing tlie prices of kidoter W for 

the proſperity of foreign trade. ar 
From the examples I have given of this branch UF des, 1 
hope the nature of it may be fully underſtood, and that for the 
future no in convenience williariſe from my employing en 
of cumulative tax. I Hall now ſubjoin its definition. 

A cumulative tax, is the accumulation of that return d Gerry indi- 

widual, who enjoys any ſaperſliity, des day do the flate, for the advantage: 
be receives by living in the ſociety. As this definition would not have 
been underſtood. at ſetting out, 1 thought it proper, firſt, — 
the nature of the e to be defined, 


4; 


CHAP. V. 


07 | the ? Inconveniences | which proceed from. e Taxe:, 
ane 1 the * of -removing them. a 1 


by: 


PROPORTIONAL tax, as 1 hi ſaid, is that which i is 
levied upon the idle conſumer, at the time he buys the 
nity and wo by colifuming it, the balance of wealth 
is turning againſt * in favour of the ſeller, This ta is conſo- 
| lidated 


| » 
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nNdated as it were with the: prier of che commodity; and muſt of 
r ² ow anvmrors 45545 of bags vods edigchs 
I y, & is levied at the time of buying, and affects, the buyer, 
in conſequence of his conſumption 31 becauſe we have ſern, [that 
when the coramodity'is not conſumed by the purchaſer, then upon 
a ſubſequent alienation he is refunded all he paid. I conſider 
him chierefore, in that caſe, not as poyiag, hut as aduν,jV;g it for 
another; and while any part of the commodity. remains uncon- 
fumed, there ſtill remains che equivalent of a proportional part 
of the tax in the hands of him ho advanced lt. 
I ſhall now proceed, as in the former chapter, by giving ſome 
_ examples of ſuch impoſitions - —ͤ ———— 
to ſhew their nature and conſequences. > 
The moſt familiar 0 an Engliſhman, ae; ee. . . 
W ftamp-duttes, and the like. 
Jo a Frenchman the zobelle, 13 wks — 4 
nee eng we find an 
— is a branch of the general farms, and ehe of an . 
The manufacture of the commodity is in the hands of tlie farmers; and they, for a 
liberty to ſell ſalt at a certain price, far above the expence of the manufacture, pay to 
the King an annual revenue of 28 millions of livres. 
This 1 call a proportional tax, relatively to conſumers; although in reality no tax- 
gatherers are employed for the collection of it, contrary to what is the caſe of all ex- 
ciſes; which are never farmed by government to the manufacturers of the commodity 
taxed, 

The /rai/tes, or, as they are otherwiſe called, the five great farms, were eſtabliſhed 
by Colbert, when he took away a multitude of cuſtoms: paid upon the tranſportation 
of goods from. one province to another. They #nſwer very much to our cuſtoms, or 
to the duties of Ne 3 for the ſum 
Auen | 
— the fame.nature with the falntax, . farmers gr foo th 
ache privilege of ſling ia; 5 price fired by the King, 8 
For che farm of the tobacco is paid 15 millions. wad Notes Ca 
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buiſea from hand to hand i adheres ſo blofely to the commodity. 
that it becomes as eſſentially a part of the value, as carriage, pack- 
ing, and the like incident charges, enter into che prices of goods. 
It never can affect the induſtrious perſon ho does not conſume; 
and never can be àvoided by him who does. Such taxes therefore 
neceffarily raiſe the priee of the eommodity taxe d. 
Having already pointed out the principal advantages of propor- 
tional taxes, which is to throw the whole of the burden upon the 
rich, whom we have called the idle conſumers, the beiter to diſtin- 
guiſh them from the opulent claſs of the induſtrious; I muſt now 
enumerate the principal inconveniences complained of, from this 
mode of taxation, and trace out the eee n an er 


may be aſcertained and removed. SOUR 41001 rid - Fi 
The principal incooveniences alle gal againſt proporonlcazs 
_— be reduced to three: ; 


Imo, That they have the effect of raiſing 4 price of — and 
the produce of induſtry, and nn n e to the 3 
rity of foreign trade. 

24, That they diſcourage eee 0 W hs prices 
of many things too high for people of a middling rank in life. 
| 3tio, Thar they are both expenſive in the collection, and oppreſ- 
five, from the many nt how un liberty. in order to pre- 
vent frauds. 2 | 211139 2% 1b 0 

In analyzing every one of theſe eee it will be proper 
to inquire, how far the concluſions againſt thoſe taxes are drawn 


from matter of fact; how rar from Tum N r only; 


$16 } 


by The aides reſemble our eien more than thoſe we have mentioned, They conſiſt 
in duties upon liquors, eicher brought into towns, or ſold by retail in public houſes ; 
and upon all articles of food ſold in corporations, except grain of every kind, which 
is free. They comprehend alſo a multitude of other duties ſuperfluous to-enumerate, 
They are collected by tax- -gatherers at the gates of every town, Who alſo have accels 
to all public houſes, where retail is laid under additional rates. The aides are farmed 
at 38 600 oo livres. Theſe were the rates in the farms let in 1555. They have 
been ſince augmented in 1762, as has been obſerved. 


and 
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and ſu far as they are real, not imaginary, e diſcover che methods 
mmm. lsa 10 158q & VII Sn aIlo eg emed 11 INC, 

As the firſt eee in raiſing the pric of all kinds f 
labour, and conſequently of manufactures, I muſt diſtinguiſh be- 
rween the conſequence of raiſing prices at home, and of raiſing 
them upon articles of exportation; and I muſt conſider che one 
and the other relatively to the neben . of . and not to 
ſome few individuals in it. * 

High prices at home are no 2 to the inis 
moſt certainly, however diſagreeable they may prove to conſumers; 
and while they ſtand high, it is a m Wan the of the 
conſumers does not diminiſh. o Sperr 

High prices upon goods to be ae are to a judged. of 7 
the proportion they bear to thoſe in other countries. 


Now the price of a manufacturer's wages is not ans by 


the price of his ſubſiſtence; but by the price at which his manu- 
facture ſells in the market. Could a; weaver, for example, live 
upon the air, he would ſtill ſell his day's work according to the 
value of the manufacture produced by it, when brought to mar- 
ket. As long as he can prevent the effects of the competition of 


his neighbours, he will carry the price of his work as high as is 


conſiſtent with the profits of the merchant, who buys it from him 
in order to bring it to market; and this he will continue to do, 
r the rate of the market is brought down... . ann 
It is therefore the rate of the market for labour and manufac- 
ſtandard of wages. Were proportional taxes to raiſe the price of 
ſubſiſtence, and by that circumſtance to diſcourage manufactures, 
we ſhould ſee the generality of workmen living with ſobriety, 
depriving themſelves of ſuperſluity, confining themſelves to the 
plain but ſufficient phyſical- neceſſary, working with all the afſi- 
duity that a man can ſupport, and fill not able to PRE the mar: 


ket at che ordinary rates. 1 50 i 
| * . When 
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When in any country the work of manufacturers, who live 


1uxuriouſly, and who can afford to be idle ſome days of the week, 


and ſtill live upon their wages, finds a ready market, this cixcum- 


ſtance alone proves beyond all diſpute, that ſubſiſtence in that 


country is not too dear, at leaſt in proportion to the market prices 
at home; and if taxes on conſumption have, in fact, raiſed the 
price of neceſſaries, beyond the former ſtandard, this riſe cannot, 
in fact, diſcourage induſtry: it may diſcourage idleneſs; and idle - 


neſs will not be totally rooted out, until people be forced, in one 
way or other, to give up both fuperfluity and days of recreation. 


People are very apt to draw concluſions from what they think 
ought to be, according to the particular combinations, they form 


to themſelves ; and for this reaſon it is generally thought, becauſe 


taxes are higher in England than in ſame other countries, that 
foreign trade ſhould therefore be hurt by them. But the floth and 
idleneſs of man, and the want of ambition in the lower claſſes to 
improve their circumſtances, tends more, I fuſpect, to circum- 


ſcribe the productions of induſtry, and thus to raiſe their price, 


than any tax upon ſubſiſtence which has been * eee 


that Kingdom. 


The whole of this dodtine i is proved. by experience, and i is con- 
firmed by our natural feelings. Many have been amazed to ſee how 
well the manufacturing claſſes live in years of ſcarcity, which 


frequently have the effect of doubling the price of the moſt nece{- 


As 


ſary articles of ſubſiſtence. Are they not found, in bad years, 
more aſſiduous in their labour? Do they then frequent ale-houſes, 
as in the years of plenty? Are they found idle one half of the 
weck? Why ſhould a tax laid on by the hand of nature prove 
ſuch a ſpur to induſtry ; and another, ſimilar to it in its effect, laid 
on by the hand of man, produce ſuch hurtful conſequences ? 
Were a tract of bad years, I dare not ſay an increaſe of taxes, to 
continue long enough to bring manufacturers to a habit of ſo- 
briety and application, a return of plenty, and low prices, would 

6 throw 
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throw into their coffers, what many of — in riot and 
prodigality. 

Even this concluſion will be too general, if every nid be 
taken in. Manufacturers there are, who work hard, and live ſo- 
berly fix days of the week, and who at the end find little ſuper- 
fluity, notwithſtanding the high price of labour. Alas! they 
have many mouths to feed, and only two hands to ſupply the- ne- 
ceſſaries. This is the fatal competition ſo much inſiſted on in the 
firſt book, and by which a door is opened to great diſtreſs. Either 
the unmarried gain what the married ſhould, and become extra- 
vagant, or the married gain no more than _ unmarried can do, 
a become miſerable. 10 1 'f 8 

The average between the two ban to determine the rate of 
: wages in every modern ſociety. - 

The remedies for this — competition, flowing 2 the 
happy liberty we enjoy, have been conſidered in another place. 

The inconvenience here under examination will not be removed 

by an abolition of taxes; nor will it increaſe by the augmen: ation 
of them, as long as manufacturers, upon an ne enjoy ſu- 
perfluity and idle days. 
- Under theſe circumſtances I conclude, that if 2 trade 
ſuffers by the high prices of commodities in our markets, the 
vice does not proceed from our taxes, but from our domeſtic 
luxury, which ſwells demand at home. Were we leſs luxurious, 
and more frugal in our management in general, all claſſes of the 
induſtrious, from the retailer down to the loweſt manufacturer, 
would be ſatisſied with more moderate profits. ' Let not, there- 
fore, a ftateſman ' regulate his conduct upon ſuppoſitions, nor 
conclude any thing from theory, nor from arguments 4 priori, 
drawn from the ſuppoſed eſſects of taxes; but let him have re- 
courſe to information and experience concerning the real ſtate of 
the matter. 

Let him inquire what are the prices abroad; what are the prices 


at home ; how thoſe who work in exportable commodities live ; 
VOL. II. T Ct what 
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whar ſuperſluities they _ eee eg days _ peng 3 
agen e 11001 MOT VIqGNS v3 ee eng wal . ttt 

If he ſinds that nt 41 not . nn of high. s 
while manufacturers are enjoying ſuperilu.ty, and indulging them- 
ſelves in idleneſs, let him multiply hands, and he will reduce 
them all to their phyſical-neceſlary ; and by thus augmenting the 
ſupply; he will alſo reduce the prices in his markets at home. 
Ik he wants to reduce prices ſtill lower, in favour of exportation, 
but ſinds that he has occaſion for the amount of certain taxes, 
which enhance the value of this phyſical-neceſſary, to which. he 
has reduced his induſtrions claſſes, then let him grant a bounty 
upon the quantity exported, more than equivalent to all che taxes 
paid by thoſe who provide it; and let the people at home continue to 
pay dearer than ſtrangers, in favour of the ſtate. If you only want 
to promote exportation by lowering prices, there will be no occa- 
ſion to lower them univerſally, any more than tliere is occaſion to 
put a large plaiſter over the en "_ to cure a mal oa ar on 
a particular part of it. | | 

I have ſaid; that wlile the rate a the-market remains «the fam, | 
ſo will the prices of every part of labour and- induſtry, which 
enters into the compoſition of the thing brought to market. This 
is conſiſtent with reaſon; and experience proves the truth of it; 
becauſe we do not ſee wages fluctuate with the price of living. If 
they do not fluctuate in that proportion, how can we conclude that 
a riſe in the price of ſubſiſtence, occaſioned by taxes, ſhould: raiſe 
wages more than when the price is raiſed by a natural ſcarcity; It 
may be anſwered, that the impoſition of a tax gives a general 
alarm; the effect it muſt have upon prices is immediately felt; 
and manufacturers then inſiſt upon an augmentation: whereas, 
when nature either produces the: ſame, or even a greater eſſect, 
people ſubmit to What they think comes from the hand of God. 
and content themſelves with the hopes of, beiter times, I ſhall 
allow this argument all its force. But I muſt obſexve, that when 
manufacturers can thus capirulate with their employers, and inſiſt 
ns 7 I . upon 
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upon an augmentation of ein wages, the demand of the market 
mult be greater than the ſupply from their work. This is the cir- 
eumſtance which raiſes he price of labour. Let the demand of 
the market fall, the prices of labour will fall, in ſpite of all the 
reaſons which ought naturally to make them riſe. The workmen 
will then enter into a hurtful competition, and ftarve one another, 
as has been often obſerved. Let the demand of the market riſe, 
manufacturers may raiſe their wages in proportion to the riſe of 
the market; they may, in the cheapeſt years, enjoy the higheſt 
wages; drink one half of the week, and laugh at their employer, 
when he expects they ſhould work for leſs, in order to fwell his 
profis in the rifſing market. | | 

I have endeavoured to throw this queſtion into different ho 
the better to apply different principles to it: and upon the whole, 
I muſt. determine that proportional taxes will, 
1m, Undoubtedly raiſe che price of every . upon 
which they are properly and immediately impoſed; and if they 
be laid upon bread, and other articles of nouziſhment, they will 
directly raiſe the price of theſe articles in proportion; but the 
price of labour will be raiſed, nen ine and according 
to circumſtances. 

That if taxes be laid upon the day $ labour. of. a, man, 5 will 
raiſe the price of that day's labour. What I mean by this, is, that 
af every one who employs a man for a day, were obliged to pay 
u penny to the ftate, for a permiſſion to employ him, the employer 
would charge a penny more at leaſt upon the day's work performed 
by the labourcr. Were a tax equivalent to it laid on the labourer 
by the year, it would be of -a' cumulative and arbitrary nature, 
and would not raiſe the price of his wages in proportion; bur 
were it laid upon the workman at a penny a day, and levied daily, 
in this caſe, he might raiſe his wages in un. But this 15 
not the practice any where. 

'/24, The price of ſubſiſtence, wliether it be enflnented« or not 1 
you "II of taxes, does not determine the price of labour. 
t 2 F 'This 
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This is regulated bythe demand for the work; and the competition 
among the workmen ta be employed in producing it. 

. 3teo, If wages riſe beyond the phyſicabneceſſary of the work · 
man, they may be brought down by multiplying hands, but never; 
by, lowering the price of neceſſaries; becauſe every man will 
make a profit of the low price, but will nn. His) * 5 ye | 
rate of, demand for his labour. fry 30110 

40, If, therefore, the price of his tryGcabnorefihe) be raiſed 
upon him by the effect of taxes, he muſt work the harder to make 
it up: od ihr ph no non bist over | 

to, If hands sade after nei is dns to ) his is plyficiiiedes. 
ſary, the whole claſs of the: manufacturers de _ n to 
ſtarve., nd 50 

to, The imreaſe of haraſs means no more than this da. 
tion of the quantity of work produced. If, therefore, the ſame 
hands work more than eme it is the lame mem as m. ang 
numbers were ancreaſcd.: oy 


From theſe poſitions it ſeems to wits « that deb it 18 found! 


that manufacturers enjoy wages more than in proportion to their 
phyſical- neceſſary through the year, reckoned upon the general 


average of married men and batchelors, the method of reducing 
them to the proper ſtandard, is either to multiply hands, if you 
want to reduce prices in your own” market, or to augment the 
price of their phyſical-neceſlary, if you incline they ſhould remain 


the ſame. When che hands employed are really diligent, and 


prices ſtill too high, then it may be expedient to increaſe their 
numbers, providing they enjoy conſiderable profits. This will cut 


them off, and reduce the price of | commodines ; | becauſe it wil 


augment the ſupply. U 


When the hands employed are not diligent, the firſt inpedions! is 
to.raiſe the price of their ſubſiſtenee, by taxing it. By this you 
rever will raiſe their wages, until the market can tt 10 give a 
better ꝓrice for their work. If. when chey are brought to be fully 
employed, y * incline to ſink the; An of labour univerſally, you 


Bin. 2 . muſt 
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muſt take off fomme of ce impofticns Which affect ublifienice, and 
at the ſame time gradvfatly'thiow Im freth Hands, in 6rder to pro- 
more competition, which alone will force” them to lower their 
prices in proportion. The whole delicacy of this operation is to 
prevent competition from taking place after the induſtrious are re- 
duced to moderate profits; and to promote competition, or to raiſe 
the price of their ſubſiſtence, until they be brought to the proper 
ſtandard. Having inſiſted ſo fully upon theſe principles in ou 

xviiith chapter of the ſecond book, I here refer to it. 

I have ſaid, that the price of work is not regulated by the bs 
of ſubſiſtence; but by the price of the marker for the work. Now 
I ſay, that the price of the market may in a great meaſure be in- 
fluenced by the price of ſubſiſtence. This is a new combination. 
. The farſt propoſition is undeniable. The price of the market at 
all times ' regulates the price of work; becauſe it regularly makes it 
fluctuate, in proportion to its own fluctuations. The price, again, 
of ſubſiſtence only mfluences it; becauſe two cireumſtances may 
deftroy that influence. - A high demand for work will raiſe the 
price of wages in years of plenty: a low demand will ſmk the 
price of wages in years of ſcarcity. When therefore it is faid; 
that the price of ſubſiſtence mfluences the rate of markets, we only 
mean, that the average price of ſubſiſtence, when good and bad 
years. are taken together, have a certain influence in regulating 
prices. But this average price of ſubſiſtence cannot every where 
regulate the value of work, as the average price of a ſhip's''targo' 
can regulate the price of every part of it; becauſe the variations 
there are at too great a diſtance of time, to be able to compenſute 
one another with reſpect to all the . chſſes of * 
people. 

Could a plan be concerted, either to preſerve the price of rein 
at one uniform ſtandard, or within the limits of 15 or perhaps 20 
per cent, at all times; and were this to be executed by the aſſiſtance, 
of a tax at one time, and a bounty as it were at ariother; it would 
N have an admirable effect in every induſtrious nation. it 

urn a would 
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would in a manner take away the diſference betwWœen good and bad 

years. The induſtrious finding themſelves ſubſiſted at all times 
nearly at the ſame expence, would not feel thoſe alternate motives 
to be idle and n at one n. and n and ſober at 
another. He 

I have AY ſo ny upon 5 9 nature af. this fir i ee 
nience proceeding from proportional taxes, that I * left e | 
very little to ſay as to the ſecond, which is, 

'\. 2ds, That they diſcourage conſumption, by railing n too wer 
for people of a middling rank in life. L124! 

' In anſwer to this, I muſt obſerve, that all the a e 

tional taxes is refunded to the induſtrious conſumer, ſo far as they 
are raiſed on articles neceſſary for his ſubſiſtence; and when he is 
either idle, or conſumes a ſuperfluity, he is claſſed along with the 
idle and rich. Now if the rate of market prices be high, relatively 
to the income of certain individuals, it can only be becauſe the 
ſupply of the things they want to conſume is not above the 5 
tion of the demand of thofe who are richer. 
It, therefore, the rate of the market affords ſuch * to ma- 
nufacturers as to render them idle and luxurious, how can the 
augmentation of theſe profits, by the abolition of taxes, and conſe- 
quent diminution of the price of ſubſiſtence, ever diminiſh the 
competition of the rich, unleſs the ſupply be augmented? 

But if the high prices of our own markets cut off the demand of 
ſtrangers, then every principle laid down in the 1oth and 18th chap- 
ters of the ſecond book, muſt be applied to bring them down: and 
ſo far as taxes, which are impoſed, either to ſupply the exigencies 
of the ſtate, or to cut off conſolidated profits, enjoyed by manufac: 
turers in conſequence of our own, extravagance, have contributed 
either to raiſe them, or to ſupport them when raiſed, above the 
foreign ſtandard, a full equivalent, in the way of bounty, mult be 
given for them, in order to bring the exportation price of goods 
below the level of foreign compœgition. DI10814 116 42v0O 1 19} big 
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I come now to the laſt inconvenience alleged againſt proportional 
taxes, to wit, the expence of collecting them, and the oppreſſion 
which is a conſequence of the many reſtrictions laid n liberty, 
in order to prevent frauds. 

As to the expence of collection, it is e in proportion ie che 
diſpoſition of the people to defraud the public. : 

In France, the collecting the branches of cumulative taxes, ſuch: 
as the general receipts, comprehending the taille, poll-tax, &c. 
goſts the ſtate no leſs than 10 per cent. or two ſols in the livre, which 
is ſuperadded to thoſe impolitions, in order to defray that expence. 
Whereas in England the expence of collecting the exciſe, admini-- 
ſtred by commiſſioners, who act for the public, not by farmers who 
act for themſelves, does not coſt above 5 J. 12 5s. 6d. in the 1007. 
This matter of fact is ſufficient to prove, that exciſes, when under 
a; proper adminiſtration, are not ſo very expenſive in the collection 
as is generally imagined; and they would ſtill be attended with 
leſs expence, were ſome proper alterations made in the preſent me- 
thod of impoſing them. This will appear as we go along. 
The oppreſſion of levying exciſes does not, in any proportion; ſo 
much affect thoſe who really pay them, as thoſe Who only advance 


chem for the conſumers. 


This diſtinction which we "FX nd made, will appear well 
founded, upon examining; the complaints which are commonly 
made againſt the collectors of this duty. 6 u l 

We have ſeen that in the taxes upon ſalt and tobacco in France, 
there are no duties collected upon the people; the farmers of the 
falt have all the ſalt marſhes and ſalt pits aſligned to them by the 
King; no perſon, not privileged, is allowed to make falt for the 
conſumption of rhoſe provinces which are ſubje&ed to the Gabelle: 

In like manner the diſtribution and ſale of tobacco is excluſively 
in the hands of the farmers: they buy it either from Great Britain, 
or from the Dutch at ſecond hand: they nianufacture it themſelves, 
and ſell it over all France, at the price ſet upon it by the King; and 
we ſaw, that during the laſt war, they paid thirty millions. down 


for a permiſſion to raiſe the price of it 10 per cent. during ten years. 
This 
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This price fixed upon the ſale of tobacco, anſwers exactly to what 
we know under the name of aſſize, which ought conſtantly to 
attend all exciſes “: for want of obſerving exactly that regulation, 
the publicans and victuallers in England raiſed the price of their 
ſtrong beer one halfpenny per quart, in conſequence of an addi- 
tional duty of three ſhillings per barrel impoſed anne 1761, Which 
is at the rate only of one farthing per quart f. 

When the ſale of an exciſeable commodity is veſted in a com- 
pany who manufacture it, by excluſive privilege, the whole oppreſ- 
ſion of collection is avoided ; becauſe the company itſelf then pays 
the duty, and they draw their reimburſement from proportional 
profits on the ſale of the goods. 

This is the greateſt 5 of the farm above the public ma- 
nagement of a tax. ; 
Wen exciſes are impoſed upon any commodity, it is contrary to all principles in 
fixing the aſſize, not to ſuperadd the whole duty impoſed to the former ſelling price. 
This however is ſometimes omitted, with an intention to make part of the duty fall 
_ the manufacturer, to the eaſe of the ſubject. The conſequences are, 

- 2x10, The manufacturers blow up the ſpirit of the people againſt the tax, who never 
dae think of making an outcry, were they not excited to it by the intereſted motives of 
the manufacturers. Were high profits allowed on impoſing the tax, manufaQurers would 
be quiet: and if the profits were afterwards found to be too high, it would then be a 
Popular n meaſure to reduce the ſelling price, and alſo a means of ſetting people on the 
fide of government, againſt the manufacturers, who are their real tax-gatherers, 

2do, It is impoſſible to compats the end propoſed. A proport onal tax, rightly 
impoſed, muſt be drawn back; ard all attempts to prevent it, only occaſion a — 
3 of frauds, and a bad manufacture. 

In fixing aſſizes upon the manufacture of goods, which in different years vary in 
their price, regard ſhould be had to ſuch variations ; otherwiſe the manufaQurer is 
diſtreſſed, and the public is ill ſerved : and the one or the other happening, the people 
ate animated againſt ſuch duties. 

The only expedicnt to ſhare the -profits of the manufaQurers of exciſeable commo- 
dities, is to lay them under ſome cumulative tax which they cannot draw back, ſuch 
as making them pay for a licence. 

+ It muſt, however, be obſerved, that the price of beer was not raiſed, either by the 
brewers, or by the victuallers, on account of the additional malt- duty, anno 1760. 

When 
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modity exciſed, the oppreſſion of the laws falls upon the manufac- 
turers, although they only advance the tax, and draw it back from 
the conſumers upon the ſale of the commodity.” - 

- It is. greatly for the advantage of every conſumer — 
that no fraud in the collections ſhould paſs unobſerved:; becauſe 
all the profits ariſing from frauds: belong to the manufacturer, 
who in reality is the tax-gatherer, as much as the farmers in France, 
when they ſell their ſalt and tobacco. But as the farmers appear in 
the light of King's officers, and that the collectors ſeem to bear hard 
on thoſe with whom tliey live, people fooliſhly imagine, that were 
bre wers, for example, more gently dealt with, beer would come the 
cheaper to themſelves. This is a mere deluſion; becauſe no brewer 
whatever will ſell his beer cheaper than either an aſſize, or the ordi- 
nary rate obliges him todo, let his prefit, from frauds, be ever ſo great, 
and his addreſs in committing them ever ſo ſucceſsful ; and the leſs 
productive the tax turns out to be, the more the other impoſitions upon 
che people muſt be augmented, in order to make up the deſiciency. 

If we compare therefore the oppreſſion of exciſe-laws felt by thoſe 
who only advance theſe impoſitions, with the eaſe which the con- 
ſumers find who really pay them, we may judge of the ne 
which the proportional taxes have over the cumulative _ 

The exciſe, as paid by the brewer, is really of the cumulative 
kind. The exciſeman demands money of him, at a time when no 
alienation takes place, and perhaps when he.is not prepared to make 
the advance for his cuſtomers, who muſt refund it to him with 
profit : beſides the hopes of being able to defraud is diſappointed; 
and it is always wo — to 3 in what we either 
with or hope. 

Were all mankind honeſt, the inconveniences of levying ſuch 
taxes would be leſs ; but as that is not the caſe, methods muſt be 
fallen upon to diſappoint the intention of ' commirting fraud. The 
only way to accomplith this, is, to render it difficult and dangerous. 
While every individual has a liberty to manufacture an cxciſeabl- 
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commodity in Whatever plate He miret ft to enver for- tut pur- 
ene every one has a liberty to fell liquors, which upon 
retail only, are ſubjected to excife (as is the caſe in France) muſt 
not collectors be multiplied in proportion to the occupation Which 
ſuch policy implies? And will not theſe collectors oppoſe frauds to 
frauds, in order to profit by them, at the expence of zhe mercham 
or manufacturer? This will ſow diſcord and hatred between two 
claſſes of the ſame ſociery, and thereby the ftate is hurt. All dif- 
cord hurts a ſtate, as it does a private family. 15. 99 
It is out of my way to lay down plans for preventing fuck'incon- 
veniences. It would require an intimate knowledge of every Gr- 
cumſtance * to the country for Which the rr 18 4K 
tended. 11 Zei 

1 mall therefore endeavour only to Wade bt ſome uſeful ſes 
by mentioning the impoſitions where the inconveniences in levyitig 
are the leaft ; and by comparing theſe with other impoſitions, where 
the oppreſſion in levying appears to be greater, the contraſt of eir- 
eumſtances win ſuggeſt the A er walhs Nas Ne be 
formed. ITE 

there are many more frauds and Efficulties i in att 
in the country than in cities, from the number of manufacturers 
employed 1 in them. It is juſt ſo with the aides in France, from the 
pumber of retailers. There are very few frauds and little difficulty 
in gathering che malt-tax; becauſe the object is e ore abe anch 
me places of manufacture are fewer. 190 

The frauds upon tobacco and ſalt in France, do not proceed from 
thoſe who manufacture them, but from thoſe who introduce 
foreign goods to ſupply the Place of thoſe manufadturetd''by the 
company. This ſhews that excifes ſhould be made as general as 
poſſible over a country; becauſe local exemptions a eee as it 
were, a foreign country into the center of a ſtate. | 

Stamp-duties are ſeldom defrauded by forging the ſtamp but in 
France, where they extend to almoſt every _ of e the 
public is defrauded by private bargains. Ms". een 
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Cuſtoms are defrauded by the liberty. given to trade in exery port ; 
and from che want of convenient public magazines, A, A Pe 
repoſitory for all goods brought by ſea. 

I may be ſaid, in general, that, frauds are moſt frequent upon 
the new eſtabliſhment; of taxes ; chat thoſe who complain moſt of 


the oppreſſion of them, are preciſely. thoſe who have the leaſt rea- | 


ſon for it; and that the cauſe of their complaint proceeds 
rather from the inconvenience in pay ing when they are not pre- 
pared, and the diſappointment in defrauding, than from any 


real oppreſlion arifing from the laws of exciſe: the hardſhips of theſe 


laws are owing to the neceſlity of general rules to prevent frauds ; 
and fuch rules would be unneceſſary, could the liberty of commit- 
ting frauds be circumſcribed. 

One very good method of raifing proportional taxes, without 
great expence or oppreſſion, when the fituation of a country will 
admit of it, is to levy no ſuch duties, but at the gates of towns and 
villages, which in this light appear to be political incloſures. At 
thoſe gates.every. produce of the lands, and every manufacture not 
made in the town, might pay a tax upon coming in; every manufac- 
ture made in the town, might pay a tax on going out: all fruits con- 
ſumed in the country might be free; all manufactures made and 
confumed in the towns might be free alſo. If we conſider the quan- 
tity, of exchange between the inhabitants of towns and thoſe of the 
country, and between town and town; chat fund, I believe, would 
be found ſufficient to raiſe more by proportional taxes than what! is 
ralles 1 in any country in Europe. 

A ſecond method of diminiching the expence, and alſo the bur- 
den of proportional taxes, is to exact nothing of the manufacturers, 
but to prohibit the delivery of the manufacture to any one who does 
not preſent a permit from the exciſe office, ſignifying that the tax 
has been paid. This is the method obſerved in the Auſtrian low 
countries, here exciſes are carried to a very great height. There 
the tranſparters or carriers of exciſeable goods, are formed into a 
corporation, and none elſe dare to tranſ port them. 
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\ Whoever has ſeen che execution of, thoſe-xegulations-will-nor he 
very fond of them; but the inconveniences! which occur proceed 
from the political ſituation. of all thoſe towns, the public debts of. 
which are ſo enormous, that to pay the intereſt of them exciſes have 
been carried ſo high as to baniſh manufacturers 1 into the country, 
where few exciſes are levied. It is from the country and many con- 
ſiderable villages, which have not the privilege of running in debt, 
that the manufactures of that country are carried on. No. induſ- 
trious man can afford to live in the towns of the Auſtrian Nether- 
lands, except he who ſupplies their conſumption; and in no, n. 
I know of, is work ſo dear as there. 

Were great exciſes levied upon the furniſhers of the goods, 28 is: 
the caſe in Great Britain, and were as little reflraint laid upon their: 
frauds, thoſe duties would: not produce what they do; and the. 
appreſſion would be intolerable.; whereas by the policy eſtabliſhed,, 
nothing but the high price of goods is complained of. A third me- 
thod of avoiding both expence and oppreſſion. in levying propor-. 
tional taxes, would be to conſine the fabrication of all articles 
charged with them to certain places properly incloſed. Were thoſe: 
undertakings few and large, were ſpacious magazines of all ſorts 
prepared, at the public expence, in all ſea- port towns, and ſur- 
rounded with walls, an entire liberty might be allowed within the 
incloſures, and no queſtions would be aſked, but on going in and 
coming out. Under ſuch regulations a ſtate would reap great be- 
nefit. ½, There would be conſiderable ſavings in collecting. 240%, 
'There would be great ſavings on the number of hands employed in 
manufacturing: forty men, in a large brew-houſe, make more beer 
than an hundred diſpoſed; as they are in country villages. This 
reſembles the introduction of machines into manufactures. 

Ihe objection from the infringement of liberty is more a pretext, 
in order to facilitate fraud, than any thing elſe. Are not thoſe 
who manufacture exciſeable commodities, the ſervants of the ſtate ? 
Are they not even the collectors of the public revenue ? With what 
face then can they pretend to be indulged in the means of defraud- 

2 © 1g 
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ins their cuſtomers of thoſe taxes vhictr hey wiftr to put into their 
own” packets, by withholding tfièm from tlie public. Has Hberty 


any other meaning, but an entire permiffion to do whatever is not 


forbid by general and wHoleſome laws, calculated for the univerſal 
good of the ſociety; and fhall this clafs of men, who are enriching 
themſelves as much by the profits they have in advancing the taxes, 
as by their induſtry, be conſidered in as favourable a light as ano- 
cher who is paying a cumulative tax out of his income, one far. 
—_ which he never can draw back? OY 

If any ſhould miſinterpret the doctrine of this chapter 1 
muſt put them in mind of my original plan, which was to 
keep conftantly in view thoſe virtuous ſtateſmen who think of 
nothing but the good of their ſubjects. Taxes and impoſitions in 
their hands, are the wealth of the father of the family; who there- 
with feeds, clothes, provides for; and defends every one within his. 
houſe. The increaſe of taxes on this ſuppoſition is national oeco- 


nomy, as ſhall be afterwards ſnewin; frauds: are the thefts of ſer- 


vants impairing the publie good, and particularly the means of 
ſelf-defence againſt the ineroachments of ambitious nheighbours.. 
As it is the duty of every ſtateſman to make his people happy 
and flouriſhing; perhaps the ſpeculations of one whoſe only intereſt 
in throwing them upon paper is to fill up his leiſure agreeably, 
may ſome time or other tend to promote ſo glorious a purpoſe. 
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Cumulative and jroportional Shows mint with one anather, and. 
ee en k 


FER Winning 8 . nature and eſſects of cumu- 

X lativ. 4:4 pp rtional taxes, it remains, for the more fully 
underſta : 4 et, to take a view of them together; the 
better 
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better to find out wherein: they: neally. (differ, Gs che dif 
ference is only apparent 27 bog iid ol 01 918 Ho 
An has been obſerved, that. the payment = * diminiſhes no 
part of the produce ot either land, o induſitry; the whole amount 
of theſe remains entire to the fubjects of the; ſtate. immih. Yd 
The taxes are paid out of the money which circulates in the 
alienation of them: from which we have concluded that they muſt 
conſtantly be confined within a certain proportion to alienation; 
We have alſo obſerved, that the impoſitien of taxes augments the 
maſs of circulation, and makes it requiſite for a ſtateſman to con- 
trive ſome method of increaſing money in proportion to their in- 
creaſe. I hope theſe propoſitions have acquired an additional con- 
ene, ae eee 
chapters. 

We have m rene tie amount of —— U 
mately taken from the ſuperfluity af the rich, whom we have called 
the idle conſumers: and how they are advanced by one ſet of the 
induſtrious, and refunded by anather, until at laſt they fall upon 
thoſe who cannot draw them back from any body. Theſe laſt have 
been ſaid to pq the taxes, the others only to advance them. 

7 If therefore: We ſuppoſe all defire of defrauding out of the way, 
we hall find the Mhale burden of proportional taxes confined to the 
in convenience of advancing their amount by the induſtrious, 
and to the payment of them by the rich, which proportionally. 
diminiſhes their income. Where credit therefore is well eſtabliſhed, 
where; payments are regularly made by buyers to ſellers, and 
where people proportion their expence to their free income, the. 
weight of proportional taxes will be very ſmall, 1 appeal to expe- 
rience for the truth of this. 


17 * 
i 


Let us next examine the nature of cumulative taxes, as we haye 
called them, in order to diſtinguiſh them from.the others., i... 
In theſe, alienation is not neceſſary. at the time they are paid; from 

which it follows, that, in many caſes, they cannot be drawn back. 
When a man pays his land-tax ourof his rent, what remains to him 
| will 
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will not buy more of anything than if he had pa nothing. Nay, 
were the ſtate to indulge him and take his tar in corn, the corn 
which remains to him would not bear an advanced price, unieſs 
me ſtate thould export the quantity he had given; and then indeed, 
by diminiſhing the ſupply, it might raĩſe the price of grain in ge- 
neral; but every one having grain to ſell would profit of che riſe 
upon the price, as well as the — — 
monly amount to one third of the creo. 

But were a tax laid on r — of 
any property, as to prevent the proprietor from making uſe of that 
part which the public intends to take from him, thoſe who pay 
cumulative taxes would Pay e n 


of their burden. 1 61 lh 1G c 


I have ſaid. A —— | 


is of the cumulative nature. It is ſo in a certain degree, no doubt, 
as may be ſeen without farther explanation; but it ſtill ſo far retains 
its OWN nature as to be eaſily drawn back from the conſumer. But 
low can a ſoldier draw back the tax he pays to Chelſea 

From this material — bicbererertagataicotd oon 
. elude, that no objection can lie againſt proportional taxes, ſo far as 
they affect the induſtrious; becauſe they draw them co npleatiy 
back: and that great objections he againſ cumulative taxes, when 
they affect the induſtrious, becauſe they cannot draw them back 
and conſequently, they may affect the phyfical- neceſſary of the con- 
tributor, in caſe no profit ſhould remain to him upon his labour. 
On the other hand, I think little objection can be made to cumula- 


tive taxes, when they are impoſed upon poſſeſſions, which produce 
a viſible annual revenue, clear to the proprietor. This is the na” 


ture of the dixiemes and vingtiemes in France; where the whole 
amount of the perſon's 'income is raken upon proper proof, and 
taxed in proportion to it, without any ſubſidiary or ſecond n 
taking place, to make up a determinate ſum. cn. 


Cumulative taxes would alſo be far leſs burdenſome to the lower 


claſs, could they be levied, ſo as, firſt, to preſerve the proportion of 
— | chem 
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mem tothe actual profits pncididuſlay Ui make ahiatpro: 
portion fenfible-co ahes people: and iche fat place, no ear; the 
tax; inflead of allowing them firſt 46} redet and-afrenrwards 
obliging them to ref und itt). L470 
un proportion as theſe ahree requiſſtes o moi take place, ſuch 
taxes become grie vous ta all ho ha ono, 1lncy comms. . le we 
To put a tax upon a man's dwelling houfc, , proportion to ita 
windows, or hearths, when the:houw(eproduces a4 fixed ineome: to 
him, and when he has none independeut in, May take as 
part of his phyſical meceſſary. To put a tax upon him beeauſe, he 
has a head, is more grievous; than to put a, TY brandon 
proportion to what they daily gain. nine e «p1tlsftsrti yA3 
If cumulative and proportional taxes be 4 with reſpect 
tothe different effects they are found to have; upon oun opinions as 
to taxes in general, we ſind chat both of them dene, c. 
butors, but in different Ways. ZL 
An the cumulative tazes, the perſon who pays . not always 
perceive the reaſon of his paying. He imagines that he. is, taxed 
enly becauſe it is known that; he is able to pay a certain ſum. 
An the proportional, the deceit is of another nature. When a, per- 
ſon buys a conſumable commodity, which. has paid an exciſe, he 
des not perceive that the price he; pays for it comprehends à tax 
upon his / paſt. gains, in favour of the public; but he cancludes che 
Whole to be neceſſary, in order to procure what he has an inclina / 
tion to conſume. An cxample will make this plain. 
Suppoſe a tax laid upon Wheel carriages, and chat every perſon. 
in the ſtate were liable to pay a certain ſyn in proportion t the 
number of carriages he has for his convenience. The tax-gatherer 
eumes at the ; end of che year, and demands the ſum. The perſon. 
complains that he is not at liberty to have a coach or a chaiſe ich- 
out paying duty for it; and hat while bg has ocaſion for onc c 
riage only, and has but one pair of horſes, he is obliged to pay ſor 
feveral ſets of Weela ass. 1e 1 
Now, ſuppoſe this cumulazive tax were turned intoſa propor- 
tional one, and that wheels were to pay a ſtamp-duty, or the like, 
| Ml 
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in che hands of the wheelwright. The price would immediately 
riſe; but this riſe would ſoon become familiar to the man who; has 
the carriage; and he would then be no more hurt by this additional 
expence, than if it had proceeded from ſome new and expenſive 
faſhion of wheels : in ſhort, wheels would generally begin to bear 

an advanced price, and very ſoon no body would inquire ** 
came about, nor once complain of the tax. 

To ſet this in another light, the difference between Aae 
poſitions reſembles that between long and ſhort accounts, which to 
poor people is very great. When the expence of living is inſenſibly 
and univerſally augmented, by the effect of proportional taxes, then 
the induſtrious man, who enjoys neither ſuperfluity or idleneſs, may 
and can augment the price of his work in proportion. This augmen- 
tation forms then a part of what has been called his (A), which he 
draws fully back when he comes to market. But if the ſame, or 
even a leſs ſum be raiſed upon him by a cumulative tax, it comes 
upon him at the end of the year, or at the end of the quarter, and 
let him be ever ſo provident, he cannot draw it back; or raiſe the 
price of his work, becauſe of the unequal competition of other 
people of his on claſs, who, from à variety of circumſtances, 
cannot all be ſo equally loaded by the cumulative as by the pro- 
portional taxes. Beſides, they may not be ſo provident as himſelf, 
and may work for ſubſiſte ace, without making any allowance for 
what they are to pay the ſtate at the end of the year. Thus a 
double inconvenience enſues. The induftrious poor are oppreſſed 

by he tax-gatherers, and the tax is ill levied. In the other caſe, 
the firſt never ſee a tax-gatherer, and the money is paid. Beſides 
.theſe advantages in favour of proportional taxes, there is ſtill 
another, that if this tax be improperly laid on, the defect will 
manifeſt itſelf by checking conſumption only; whereas in the 
other caſe, it will be known by the diſtreſs of individuals. 

If rhe liberty not to conſume de taken away, as in the gabelle 
in ſome Provinces in France, then the m changes its 

i e | "STS n nature 
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mature and becomes a n tax, as may be eaſily per-- 
ceived *. 

It has been ſaid, that ſo far as the three inconveniences of the 
eumulative taxes can be prevented, they ceaſe to be oppreſſive. 
From which we ſee the reaſon why exciſes are ſo eaſily paid when 
thoſe who manufacture the commodities charged witk them, are 
contented to compound for them. This changes the tax into 
of the cumulative kind; but en, x every ebe 10 mall 
eaſy, Let me take an example. 4 57 r 

A brewer who pays exciſe-for all —— inexpoſpd to che daily 
viſit of the exciſe - man, to whom he pays the duty. Here the 
bre wer's impoſition participates of ſeveral. of the inconveniences 
attending cumulative taxes. But let me ſuppoſe that after a certain 
time he finds that 100 J. is the annual amount of his exciſe- If he 
makes a compoſition for it at that rate, he comes under ai regular 
cumulative compoſition, with every advantage. He thinks. no 
more of frauds; he no,more grudges what he pays; and becomes 
in A manner collector of ———— woo Do by all, his 
cuſtom er, ((ʒm(w nit nils 

The eaſy method of aries ole taxes. 8 
ſhews their reſemblance ſufſiciently. and the differences Which we 
have pointed out, ſnew the ee which ee the proper 


manner neee them. m 29761 vl rogone Nam 
2978. 0 18 f Of e 
The Zabel, or ſal-tar in "France, is not ler ied in every province becau becauſe of 
12 075 wh X 
certain privileges of exemption, which ſome have all along enjoyed. 110 fit 


| This opens a door to the greateſt abuſe, by ſmuggling ſalt from places where it is 
free, into places where the tax is impoſcd, at ny 100 per cent. above the vlt ; And 
obligesthe King to uſe great ſeverity upoti thoſt who ate loatle] with this dutꝛ. 
The conſumption of every ſamily 4s fixed; to 4 certain quenity j and if it · he fpund- 
wat they have not bought, from the King's grabartes, to the full, extent of what is 
reckoned neceſſary for them, it i» ſuppoſed, char the deficiency has beep made up fam 
ooh OY neee 10 902. ons Ittoh ret HON? (BY 261! 
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WE Erde dow deen the objects affected by taxes, and the incoh- 
venienees Which reſult to thoſe ho are obliged to pay them. 
It comes next to be examined, weer or not taxes of all kinds 
be great load upon à people, a grievous” infringement of their 
liberty) la means of bringing many Honeſt und induſtrious people 
ts great diſtreſs, and a great diſcouragement to marriage. I ane. 
withour Reſitation, that taxes may be; and moſt commonly ure 
accompanied with all theſe and many more inconveniences; but [ 
muſt add, chat they proceed from the! abuſe, and not from! the 
nuture of taxes. nne YISVS I imo Vine 
Im my inquiries, I have conſtantly in my eye, how man my be 
governed, and never how he i governed. Hwa righteous and 
intelligent ſtateſman may reſtrain the liberty of individuals in 
der to promote the common good j never how an ignorant and 
utirighreous ſtateſman may deſtroy public liberty, for the ſake o 
individuals. 2.4491 tte Ke 253 en uo 9910109 v4.0 
Raiſing money by taxes muſt always de burdetiſ6mse, leſs ot 
more, to thoſe who pay it; and the advantages reſulting from taxes 
Can only proceed from the right application of the money when 

aye... 1 

When, individuals only make. a profit of, the inconvenience of 
tares, the public loſts, no doubt: becauſe they are paid for the ad- 
vantage of the public; not for chat of private people. If the money 
raifed be more beneficially employed by the ſtate, than it would 
have been by thofe who have corcributedt" it, ttren I fay the public 
nas gained, in conſequence of the bütden laid upon individuals 
conſequently, the ſtateſman has done his duty, both in pong the 


taxes, and m rightly a them. 
2 Taxes, 


4 

D 
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Tarxes, in :thasclat views May: berconfidered as aſaving Out of 
every private-fortune, in order to procure «4 public fund to he e 
pended for the public befiefit. or nr & 1 c00 10 350 ben qt 

I have frequently recourſe to the familiar examples of private 
oeconomy, in order to make application from it to the political; 

Which, however different it may appear, will be found eaſihy de- 

ducible from the ſame principles. £99,041 10 egen 

Let me fuppoſe two perſons, (A) and (B), living in the ſame neigh- 

bourhood, of the ſame rank and fortune, enjoying great ſuperfluity. 
but ſpending yearly the whole of their income in different ways. 

Let the income of both be ſuppoſed to be 200 fl. ſterling; and 
let the branches of their expence be ranged under ſix different 
heads. Let (A) be ſuppoſed: to ſpend upon the: firſt 100 J. on the 

ſecond 200 1;: on the third 1 400 l. on che fifth 

500 f. on the ſixtli 600 J. inzall 2100 1 ien eino 

Let us ſuppoſe (A) to enjoy in every one * ſufficiency.) | 
G), on the other hand, ſpenda upon bis firſt article 2600 l. and 
upon-eachiof the other ve, no mare than 100 1. Here the firſt ar- 
vicle of (Bg):cexpence is:ſixteen> times greater than any of the; reſt; 
and by the ſuppoſition, 200 l. A toidenote e ſuffi- 
crency upon each article. | MEE 
-Teome'to (A, and I ſay to him, you — of — extrava- 
vagunce of your neighbour (B) upon his firſt. article; of expence, 
where he ſpendls ſixteen parts of his income, and where you ſpend 
but one q and yet you muſt allow that upon, every other article ot 
his expence, he is a better oeconomiſt than you. Would it not be 
for your intereſt to bring the other articles af your expence down 
to his ſtandard, without increaſing anything upon your fark article, 
which is eee n 95-7909 E. of. what may be called ſut- 

— 1 WW aral 18919 ul 18113 wor eat 

To what e pris (4), rota. joatadviſe me to ſo ſtrict an 
oeconomy? And what ſhould Ido With ſo great a ſaving; on my 
anmual income Be in no pain about that, 1 ſhall lay it out for you 
in 5 your debts; in providing tor your children, and 

5 giving 
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giving then a good education gd in improving your eſtate; vepair- 
ingyounr houfe;: mating up your ineloſures; all ſhalt be uſefully 
ſpent; and out of 600 l. , year, you — every thing necoeſ- 


ſary for your fAmiy. 1 IAH c N H), vim nn 
Hort is the repreſentation of: bee bees. good ſtateſman, 
awd people whoſe intereſt he conſultt .. 


After the impoſition of taxes, the individuals fe a ſtate; whoſe 
meome is already formed, begin to pay greatly more than they uſed 
to ido for every thing they conſume. A great part of this additional 
price goes to the: public, and is thereby laid out for national pur- 
poſes. The whole of fuch expences are thrown into circulation} as 
much ias if the rich proprietors had laid it out upon articles en- 
rirely adapted to their oαn n taſ tte. 
ls it not evident, chat in this way of appropriating the income of 
2 country, it muſt produce a more extenfive encouragement to in- 
duſtry of all kinds; than if the proprietors only had ſpent it? They 
never would have thought of becoming merchants, or of ſetting up 
manufactures for the ſupply of foreign markets: their whole er 
pence would have been calculated to ſupply their n wants; and 


it would have been indifferent to them whether theſe were ſupplied 


by natives or by ſtrangers. tairtt tate none uss 
Let us apply this doftrine to commom experience: Let us com- 
pate the nature of circulation in a trading town; with that of a 
eountry place; where many gentlemen. of large fortunes reſide. 
How extentive ag nan os the firſt! how Dann ue e 
latter“ noy ard! rirmonows: A In , IQXS #1 iff 
Let us OcTIPare a guin een ene wie thoſe 
of a trading city, hat a Variety of ze wants here occur to be ſup- 
plied, which the city never could have occaſion for: 
I have ſhewn that the great amount of taxes is taken from tlie 
income of thoſe individuals iwhoſe fortune is already made) or 
whoſe daily profits are conſiderable L have fdggeſted howcocum- 


ſcribed the epente of this elaſu : muſt de, Hen confultered wich. 
reſpect to ie employment t iprocures to tlie body of a people. ey 


tung 
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not the experience of former ages ſhow how apt private opulence 
is to {ink into treaſures, when a taſte for induſtry does not animate 
the lower claſſes to create new objects of deſire in the wealthy? 
Wherein is a ſtate benefited by the luxurious gratifications of the 
rich, unleſs it be by the employment they procure for thoſe who 
provide the objects of luxury? Thoſe very gratifications are, in one 
fenſe, taxes upon the tich in favour of the induſtrious»: they " 
ereaſe expence, and throw money into circulation. 3 

Portugal, where induſtry is not introduced among the lower claſſes, 
it is the ſtrangers who in effect levy ſuch taxes upon them. Were 
the taxes they pay, properly applied to che encouragement af the 
arts, inſtead of being appropriated to private purpoſes, and toſ en- 
riching private men, whoſe taſte for expence is always circum- 
ſuribed tothe objects of their own wants, how ſoon ſhould we ſee 
them vying wich us in every market of Europe, and ſupplying 
themſelves as far as their country is calculated for it. 

The xeciprocal wants of induſſrious nations, reſemble the reci- 
procal wants of tradeſmen; all may be nn in nne one 
another, as well as chemlelves, 1, | 

-; Wheniths.amount, of * laid out in . 7 
the encouragement of che induſtrious, the prices of labour upon 
articles of exportation, may be brought ſe low, that all nations 
who do not follow, the example, muſt languiſh and decay. Luxury 
at home will chen ceaſe to hurt the trade of the nation. In her 
treaties of commerce, ſhe may throw open her ports to many ar, 
ticles of foreign conſumption, without running any riſk by ſuch 
allowances ; and on the other hand, ſhe will rap the n 7 
vantages from a reciprocal permiſlioͤn . 

The example I have given, by which have iuflrated the na- 
ture of public contributions, mult not be underſtood to tally with 
reſpect to proportion. It would he. both. ridiculous and impolible 
to reduce all the expences of rich men to the, purely ſufficient, All 
I meant was, to, ſhew how taxes, when properly applied, may. be 
conſidered as public oeconomy; and how the levying of them has 
no direct tendency to hurt a nation in point of caſe and proſperity. 
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" NE ee to diſbover dhe nature * taxes, is, to examine 
e egen any geben 
in this chapter. elke, Www ene 

I rave ſaid that che object of taxes was dandy 3 1 
Have ſhewn how thoſe of the proportional kind affect the income of 
ftoek already made, and perſons who enjoy large profits upon their 
daily induſtry. I have pointed out the impropriety of cumulative 
taxes, when impoſed upon ſuch as dra nothing more from their 
induſtry than an eaſy ſubſiſtence; and I have given a general pre- 
ference to thoſe of the proportional kind ; becauſe they conftantly 

imply both alienation and conſumption : alienation in thoſe who 
advance the taxes, conſumption in thoſe Who pay them. 11% 7-6, 20097 

Could, therefore, taxes be levied upon every alienation, where 
conſumprion is implied, and that in proportion to the whole ſuper- 
fluity of thoſe who aie to conſume, 1 Wr on 
carried to their utmoſt extent. 

1 ſhall now analize this ſubject, in order ro Abover Ware that 
extent may reach; and by this inquiry, wy ARK +a OY 
will be the better nnderſtood. 

The objects of alienation comprehend al that wh in commerce 
among men, moveable and immoveable. 

What is moveable is generally e What! is immoveable 
is generally not ſo. | | 

As conſumption is a requiſite, logetber with dd in order 
to form a proper baſis for proportional taxes, we fee how contrary 
to principles it would be, to tax the alienation of lands, houſes, &c. 
in * ſame nn as oonſumable commodities. Theſe are 
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funds, not income; and the money with which they are purchaſed, 
muſt be conſidered in the light of a fund, while it is in the hands 
of the buyer. When once it comes into the hands of the {eller of 
the immoveable objects, it frequently, indeed, partakes of the 
nature of income; that is to ſay, it is ſpent in the conſumption 
of fruits, and of the labour of man; and hen. it win 2 
takes. n 

This may ſuflice to 4 to mind ha 3 we laid — 1 in 
the 26th chapter of the ſecond book, concerning the effects of the 
vibration of the balance.of- wealth en the members of a mo- 
dern ſtate, 

The next thing 8 is the ſtate of circulation. As 
to that, we have frequently obſerved, how it mult be in proportion 
toalienation. 1+ 

This proportion is not ** by me value, or denominations 
| of the money circulating ; but by that value combined with the 
frequency of tranſitions from hand to hand; as the force of a can- 
non ball is eſtimated by. the weight of the ball, and the ſwiftneſs 
of the motion at the time it ſtrikes. 

Let us now lay aſide the conſideration of immoveable property; 
and examine the nature of conſumption, alienation, and ſale, with 
reſpect to other things, 

. Conſumption comprehends every thing produced by the earth, 
or by man; alienation is confined to that part which is exchanged 
between men; and ſale to that part of alienatian which i is exchanged 
for an equivalent i in money. - 

Whatever part is conſumed. without alicnation, ought, I think, to 
be out of the reach of proportional taxes, unleſs, by ſome circum- 
ſtance or other, it can be made to fall under the eye of the public, 
in a manner re/emblng its coming to market. Thus a tax upon 
malt is levicd at the malt-houſe, as if it were ſold to the maltſter, 
although it be made for the conſumption of the grower of the 
badley. In like manner, a tax an © corn for bread may be pa 

either 


wo 
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eitivyar the mill where u is-groundy or at he oven where it is 
baten 1 * 
— kind o W nee bib art ln 
upon private manufacturing, and upon unmanufaçtured confump- 
tion, Where no alienation takes place. An example of the firſt we 
have in the exciſe upon malt, cyder, candles, &c. made in private 
houſes for private uſe: the laſt is known in Holland, where a man 
kannot Kill His on pig, or his own calf,” without paying à tax. 
Were titxes of chat nature extended to the making of bread, cooking 
of victuals, &c. T apprehend they would become of a nature moe 
burdenſome than any hitherto invented, unleſs public cooks were 
eſtabliſhed; as public ovens are in many parts of France: in ſuch 
"caſes; taxes might be levied upon every part of conſumpeion. + 
Inveſtigations of this nature are fo diſagreeable, chat it is with 
reluctance I mention them; but when; in fact, fuch tazes are 
found eſtabliſhed in different countries, it is 2 _ that * 
nature of them ſhould be inquired ito 

Taxes in Holland are fo multiplied, as to defeend dey” ee 
gory, in many places, as we have ſetn by the'example/juſt given; 
but even theſe, however oppreffive they may'appear'to-thoſe:who 
are not accuſtomed to them, are ſtill leſs ſo than many of the 
cumulative kind we have mentioned, particularly the tax upon in- 
duſtry and che capiration-in France. They approach-nearer co pro- 
portional taxes, and derive every alleviation of their burden from 
that circumſtance. He who pays ſuch taxes, ſees that he can avoid 
them, by retrenching his conſumption; and when they fall upon 
the neceſſaries of life, he my — them back, prevailing! he be an 


Aan 54th 
Exataples of theſe kinds of taxes! were 1 in fi times, Vaſſals were 
"obliged to grind in their Lord's mill, bake in his oven, preſs their wine in n the public 
preſa of he terri· ory, &c. 
Tbis was found very uſeful, in ages when alienation and ſale were little known ; but 
boy they are conlidered as oppreſſive, and fo I think they are, when compared with 
proportional taxes, which only take place upon the ſale of the commodity : bur Rill 
71 are far preferable to many taxes of the cumulative kind. 
VOL. II. Yyy induſtrious 
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induſtrious man, and that, every, ons che- enters into competition 
with him for employment, be equally ſuhjected to the ſame bur» 
den. But they are more burdenſome, than, thoſe; where dale, takes 
place: Pt. when, a poor man, ho wiſhes: to conſume, wants 
money, he conſiders himſelf. in the ſame light as if che thing weng 


not to be ſold; but when he has that which he has acquired by his 
labour, and cannot conſume it for want of money to pay fox a per- 


miſſion, as it were, he muſt either ſtarve for hunger in tha midſt af 


plenty, or be reduced, perhaps, ta beggary, for having preſerved his 
life by defrauding the tax. 1 r1ovigles 1150 


What has been ſaid, is, I think, ſufficient For Grow the varieties 
which occur, when taxes are impoſed upon bare .conſumptiog, 
where no alienation: takes place: they muſt, in every reſpect, he 
ranged under thoſe of the proportional kind, although ſome prin- 
cipal requiſites be digg to engage any one to W of their 
inſtitution. [01T0qQQ14q 0 

It appears dll more difficult to. eſtabliſh a W tax upon 
barter, or the exchange of commodities one for another, unleſs ſale 
be underſtood. This would be the caſe were a private perſony not 
ſubject to the exciſe upon malt made in his own houſe, to ꝓay. in 


chat commodity. He would not there eſcape the imputation of 


fraud; and might, with propriety, be conſidered as a retailer. I do. 


not, however, doubt but examples of taxes upon barter might be 


found; ſome even occur to meet but they are almoſt W 
TY! 


; The laſt and 0 ide to render n —_ ;cafy. 


and light, is ſale. , There the burden muſt. be proportional tothe 


buyers purſe z and if it prevents the conſumption of the re, taxed;: 
the defect will manifeſt itſelf, 7 11G 6d 1iflyba nero 

Of theſe taxes we may ſay, that they are in proportion to circu· 
lation; and accordingly, ye ſee how difficult it was to raiſe them, 
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fo dong as cireulation' remitne@ Confined t HE staff ꝗattity of 
coll in the country. As money increaſed” Beth By the" IfHtrèfe 
of ade and alienations, they became tore productive; and were 
the nature of chem rightly underſtood," arid were they pro rly tin 
ooſ8d2.thiy would Soi Ve töte Hefter Hy BRU cn 
An treating of public credit, I have {aid hat it is erp of A 
Karefruan to augment tlie quantity of trioney, in proportion às lie 
intends to multiply taxes on his people. I ſhall no, before I con-. 
clude this chapter, explain the meaning of what was there chirownl 
out relatively to another ſubject. 51 odr Anh ye 92 
"Phe money of à country, we have ſaid, bears no determinate pro- 
portion to circulation; it is the money dreulating” multiplied by the 

number of tranfitions from hand to hand. Again, we have faid, that 


the prices of all things are determined by demand and competition. 
The meaning of this, as n concerns the preſent qFueRtivin, $75 har 


in order to acquire what comes to marker, a larger or a ſmaller ſum 
is brought into circulation. dont 10 25 zart! 229 Oc 10 tom 
Now, according to the ese Mid down in the firſt chapter, 
we faw how the full value of the induſttzous ſeller's erpenee ad 
profit were made up to him in the fale of his work; and if he evett 
advanced any tax upon any part of his work or conſumption, chat 
it was refunded to him by the buyer, who, if he conſumes in the 
light of an idle man, pays for the Whole 570101 
Farther, when a proportional tax is impoſed, we ſaid it was, in 
a manner, as if the tate interpoſed at the time of alienation, and 
cxaQted of the purchaſer a certain value in money, in proportion to 
the commodity, as the price of the permiſſion to acquire what his 
own induſtry had not produced. From this I draw the following cot: 
ſequence, that ir proportion to the tax an additional ſum of money is 
drawh into circulation, which would otfierwiſe have remained = 
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which is found an the pockets of the conſumers, over: and above 
what they uſed to pay for What they canſume t. 
The truth of this propoſition is eſtabliſned upon many facts. 
Firſt, in countries where people keep their money locked up, pro- 
portional taxes are very well paid. Hence the great amount of the 
alcuvala and cientos in Spain, Which amount together to 14 per cent. 
upon every conſecutive alienation of the er ee 3 
indeed for the conſumption of the rich. Arq 

'1 Secondly, When exciſes were 0 in England; 1 2 
reign of King William, Davenant —_ us, that the 3 ba che | 
goods exciſed fell. | 1290! 


- Thirdly, When a war has laſted any time in Wen taxes ceaſe 
to be ſo productive. ectr 9d. en 

Are not all theſe, and many other appearances, refotres s 
ſame principle, viz, chat taxes muſt come out of that money which 
exceeds what was GOT! for i on alienation before 0 
were impoſed ? | 

In Spain they draw money — the dn of che hoarders, and 
increaſe circulation for a while. 

In England, during King William's. wars, hy ects of money 

being very ſmall, and trade being very low, the tax upon malt 
could come out of no other fund than the price n siven for 
barley. | |, 
In France, people are better acquainted with taxes, and 0 geen 
bulk of exciſes are adminiſtred by the farmers, who never lower 
their price; ſo that the diminution of the maſs of coin n 
conſumption. 

But when methods can be fallen upon to ente money _—__ 
ing to the uſes found for it, taxes will continue to produce, con- 
ſumption will not diminiſh, and circulation will bop pace with 
them. 

Could we frovale; that 8 the impolicion of taxes, every per- 
ſon i in a ſtate had laid it down as a rule, to ſpend the whole of has 

3 income, 
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income but nene of his -rweafure, dn the conſirupiion of WRA is 
brought to market, ib is plainy that ina Iurutious nation tarts 
might be datried fo high as to draw the laſt farthing of the treaſtire 
inte circulation, even though dt were fuppoſed to exceed the value 
which demand Rad fixed for all that was brought to market. But 
without a luxurious turn this would not be the caſe. There are 
countries abounding wirh coin, which it is impoſlible to come at by 
proportional taxes. The reaſon is plain: the value which demand 
fixes upon the total of the articles of conſumption expoſed to ſale in 
the country, bears but a trifling proportion to the coin which remains 
locked up. This was the cafe in ancient Greece. In that cafe, pro- 
portional taxes can never exhauſt the treafure; becauſe were they 
to be made high upon articles of the firſt neceſſity, all the poor 
would ſtarve; if upon articles of ſuperfluity, demand would top. 

Proportional taxes, therefore, can only be raiſed in proportion to 
the defire of ſpending money; and as this deſire e bet _ 
{paid of the people, ſo muſt the extent of taxes. | 

Let me now trace a little the progreſs of money brought into cir- 
culation by proportional taxes in a luxurious nation. I ſhall call 
the value, fixed by demand, for all that eomes to market (V). The 
ſum levied in conſequence of the alienation of it, or in other words, 
the ſum of the proportional taxes (Y. And the whole money of 
the country (Z). This premiſed, it will follow, from what has been 
ſaid, that fo ſoon as all rhe money of the country is brought into 
eirculation, then (Z) will be exactly equal to the Tum of (V and (D. 

Let us next ſuppoſe the whole alienation to be made at once. 
Will not (Z) then immediately appear divided into (H and (X): 
what then will become of thoſe two ſums which we ſuppoſe to 
enter into circulation at the ſame time? Tanſwer, that (Y) will go 
entirely free to the induſtrious ſeller: that it is, or ſhould be, nearly 
equal to the former value of what came to market before taxes 
were impoſed: and that (X) is àn additional ſum drawn from the 


idle confumers, who live upon an income alrendy made. But ſip» | 


poſe (J) to be augmented, until it exceeds the quantity of money 
formerly 
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formerly ſupgatiyous, far Caring on alienations Kaen-dfays abas 
AT, taxes: will, became, proportionally leſs. productive ar cen 
ſumers muſt melt dowp. che, capital, Of, their funds;ino paper we 
ney, to the amount, of the deficiency, of (a and this, will Supply 
circulation with, the 7 in, conſeguence of the 
impoſe of Tapeten 2 onpslno: Kat it ob yimuzeea won 
Now, Ichink, it is a lucky circumſtance, chat che additional m 
ches ſhould be paid by thoſe very people. who 8 
to borrow it upon their funds. th 21idug but 
Let us proceed to examine, the progreſs of Rey and (X) ag:they 
continue in circulation. (V) is no ſooner come into the hands o 
the induſtrious ſeller, but he has occaſion. to go to, market; that 
moment [ conſider him as one of the rich; and the money which, 
at the time he Mind acquired the denomination. of (X),, now get. 
ſumes that of (Z When bg comes. to, buy a commodity. with hat 
was formerly his ), there is immediately a part of it converted 4 io, 
a new (Y. and the remainder keeps the denomination of (Y) in 
the hands of him from whom he buys. By this progreſs is plain, 
that after a certain number of alienations, or tranſitions from Pg 
to hand, the, whole quantity 1 will be converted into (): 
Experience ſhews, this, to be the fact; becauſe the amount af 
taxes, in a ſhort time, far exceeds the n a all the, ee a 
country, 13 il 03 auh 
Let us next follow che progreſs Yo CO / bil 
V pon the, firſt alienation. of any part of what comes to makes for 
the conſumption of the proprietors of (2), a proportional part of 
(Z) is transformed into (Y, and is carried into the public caffers. 
Werg it chere to be locked up. and not thrown back into circula- 
tions. it is plain, chat in a ſhort time the:whole of (Z) would be o- 
verted into (J), and would be ſhut up in the exchequer. 7 
When the amount of taxes, therefore, is ſent out of che country 
in time of war, mull not chis produce a ſimilar effect? Has not the 
exporting that amount the fame effect wich the. lock ing it up. ſmre 
. the one and the other equally take it out of circulation? Does it not 


then 
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then folfolw tit if fer bn be dat obeihed, either by bortow- 
ing it back frotii trangets, Ot By wicking down thore folid ptopefty, 
chat fellirg rrruſt ſtop, and ) ditappear as Well as (X). The rich, 
cherefore, inuſt give over buying and the proprietors. of all that 
eomes to market muſt deal by bärter with one another. 

How naturally do all theſe conſequences follow one upon the 
other! and how exa&tly do they correſpond do the principles which 
run through that part of the laſt donn nde de nen of banks 
and public credit! bs 

[Taxes are not raiſed, at this time, to remain in treaſures; but to 
anſwer the exigencies of the ſtate: The moment, therefore, that 
the money ariſing from them comes out of the public coffers, it loſes 
the character of (X) and reſumes that of (Z), in the ſame manner 
that (Y) was transformed into (Z), by being brought to market to 
buy 4 commodity.” This new (Z), as we may call it, no ſooner 
returns into cireulation, than it becomes again converted into (L) 
and (X), with this difference, however, that what came from the 
nn ſo fur W is rette 2 (X), returns directly into it 
again: U 10 dmug e 19118 18111 

Hence it follows, that ſtates. abit pay their ſervants the 
full of their ſalaries, and make them refund a part in conſequence 
of cumulative taxes, inſtead of propottionally diminiſhing what is 
due to them. And when the ſalaries themſelves are intended to be 
laid under poundage, which in fact is an actual diminution of ther, 
they chooſe that the tax ſhould appear to be a deduction out of 
what is ſuppoſed due; becaufe it ſeems leſs arbitrary to impoſe a 
tax; chan to diminiſſi a ſalary, without aſſigning any reaſon for it; 3 
but indeed, beſides this reaſon, it commonly happens, that the par- 
eee and adminiſtration of the revenue render that EF 
method ggher. / F „ 1 ni qu zuin d Dig 

With reſpect to nropoiticaah taxes they affe@t the expences ofthe 
ſtate in the ſame) manner as thoſe of individuals; with this dif- 
erer as that the part (X) tetiitns into the exchequer; 
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but the bah erh; Wr e eee d che idle | 
cohfumer. oO BHP HORA, OHSU. 336 pd hd. ++} tm (60 
From what has been ſaid, ir anne the puincigles which 
lead to the moſt extenſive eſtabliſhment of proportional taxes, viz. 
either to draw by particular regulations, the whole real and groſs 
produce of land and work to market; or at leaſt to bring it under 
the eye bf the ſtate, in conſequence of ſome modification or manu- 
facture performed upon it, as was obſerved with reſpect to malt- 
houſes, mills, and public ovens. When, by ſuch- contrivances, 
the whole groſs produce falls under taxation; the proportional 
taxes muſt be gently laid on, and gradually raiſed until they begin 
to interrupt conſumption ; then they muſt be diminiſhed for a 
while, until diſſipation increafes ; a caſe which will Toy bay- 


pen, as it commonly keeps pace with induſtry. 
If we ſuppoſe the rich to ſet out on a plan of am upon 


their capitals, inſtead of living upon their incomes, as we have 
Hitherto ſuppofed, then indeed taxes may augment to a degree not 
to be eſtimated. This combination has already found a place in 
the 26th chapter of the ſecond book, where we examined it with 
regard to the progreſs of induftry. In that place it was aid, that 
in proportion to credit and induſtry, it might be poſlible in the 
cempaſs of u year, to produce commodities to the value of the 
whole property of the moſt extended kingdom. Were chat che 
caſe, to what a height might not taxes be carried? 

(Y) then would repreſent the whole value of the country, and 
conſequently, (x) would fwell in proportion, according to the 
competition among the inhabitants, to purchaſe every particular 
arricle. Subſiſtence and neceſſaries might be taxed low in propor- 
tion to the abilities of thoſe of the lower claſſes; articles of hizary 
might be taxed in a higher 9 in n order to n — more 
| ins the exchequer.  / | 
Were taxes thus carried to their utmolt extent, ſtill every perſon 
in the ſtate muſt be left at liberty to ſave, or to ſpend the whole, 


or 
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or any part of his. ſtock, or income; which is not the caſe when 
cumulative taxes are impoſed. Proportional taxes, tho carried to 
their utmoſt extent, will not deprive an induſtrious man of his 
phyſical - neceſſary, nor of the reward of his ingenuity, nor of 
that rank in wealth, to which his birth or expence entitles him *. 

When taxes have the effect of interrupting this harmony of ex- 
pence, of reſtraining the liberty of ſquandering, or of ſaving, or 
of opprefling one ſet of men more than another, in all ſuch caſes, 
they are improperly impoſed; and inſtead of being too high, as ir 
is commonly ſuppoſed, I think it is a demonſtration that they are 
really lower than they need to be, The claſſes of men in a modern 
ſtate, reſemble the horſes in a team. When every horſe draws 
fairly and equally, the whole force is exerted ; but if any one hap- 
pens to be ſtrained by an overcharge thrown upon him, the force 
of the team is greatly diminiſhed. he 

When proportional taxes are carried to their full extent, I then 
preſume every one will be obliged to pay as much as poſlible; I 1 
do not mean that every one will be forced to pay to the extent of 
his. abilities, but I ſay, that the generality will ; and therefore, 
were cumulative, or perſonal taxes, to be ſuperadded on thoſe who 
already pay all they can, they would, by affecting them unequally, 
deprive many of their phyſical-neceſſary, or ſmall profits ; and 
conſequently deſtray the proper balance of their competition. 
The ſetting the lower claſſes free from cumulative taxes, will 
only have the eſſect of putting the growing wealth of the penu- 
rious and ſaving part of the induſtrious inhabitants out of the 
reach of taxation. This ought in good policy to be done, as has 
been ſhewn in another place. But, farther, we have obſerved, 
that taxes can only be increaſed in proportion to the ſpirit of difli- 
pation in the people. To force money, therefore, out of the hands 
of thoſe Tho do not incline to ſpend it, is forcing the ſpirit of 


» A man's rank, in a modern ſoelety, feems to be determined more according 0 
his birth, or to his expenc?, than according to his ſtock, or income, 
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the people; and if not tyranny; is at leaſt great ſeverity. Beſides, 
we ſhall preſently ſhew, how theſe ſavings cannot eſcape be- 
ing taxed, whenever they begin to produce an income; and al- 
lowing that they may be greatly accumulated, and thrown into 
trade, yet ſtill they muſt in one way or other appear in alienation, 
and become ſubject to the proportional taxes. The only part, 
therefore, of the ſavings not affected by taxes, will be conſined to 
that which is locked up. This in a prodigal nation ſhould never 
be touched. The inconveniencies reſulting to the ſtate from ſo 
ſmall an inequality of taxation, is too trifling to be — 
and too difficult to be prevented. 

I come next to examine the extent of cumulative taxes. | 
If we ſuppoſe the proportional taxes to be carried to their full 
extent, there will be little place found for the cumulative, as has 
been ſaid. The only objects left for them are the m locked 
up, and the pure proſits upon trade. 

But let us ſuppoſe proportional taxes out of the queſtion; as they 
muſt be when contrary to the ſpirit of a particular nation; and 
then inquire into the principles which regulate the impoſition of 
cumulative taxes, in order to diſcover to what extent they may be 
carried, and what conſequences may follow when they are brought 
to a height. | 175 

This branch has two objects; firſt, income, which is a 
minate; ſecondly, profits from induſtry, which are and muſt be 
very Uncertain, 

Income, I divide into two ſorts; that which proceeds am every 
branch of folid property, capable of producing it: Land, houſes, 
even cattle, furniture, &. all may, in fome reſpects, produce an 
income, more or leſs permanent according to circumſtances. This 
fort of income is eſtabliſhed by leaſe. The ſecond fort is che in- 
tereſt of money, conſtituted by the contract of loan. 

In impoſing cumulative taxes upon income, it is very proper to 
conſider the nature of every ſpecics of it, with reſpect to ſtability. 
Landed property is fixed, and can not eſcape taxation, were the tax 
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to be carried to the extent af the full income; as has been obſerved; 
Were the ſame proportion to be laid on houſes, they would ſoon 
fall to ruin, becauſe the annual proprietor would not keep them 


up. Like circumſtances muſt be I to, in vun every * 
article of revenue. ‚ | 


The method of aſcertaining the vals of this kind of property, 
is to oblige all leaſes to be recorded, under a ſufficient penalty. 
This is the method in France, for the ſake of the eontro/e, which is 
exacted upon recording them; and this, no doubt, facilitates the 


raiſing of the twentieth penny, which operates n all ſuch 
incomes. 

The value once aſcertained, the whole income is at en mercy of 
the icate, in proportion to the impoſſibility of avoiding it, by any 
change on the nature of the fund. It is from this circumſtance 
that J call all ſuch taxes arbitrary impoſitions. And I call them 
alſo cumulative ; becauſe the reaſon given by the ſtateſman for im- 
poſing them, is, chat it is juft every one ſhould pay a general _ 
for the ſupport of the ſtate, in proportion to his abilities, 

As theſe taxes cannot be carried beyond rhe value of the income 
which the proprietor cannot withdraw from under the burden, we 
ſee the impoſlibility of eſtabliſhing them upon that income which 
proceeds from money. If a tax of ſo much per cent. be impoſed 
upon money lent at intereſt ; the lender may immediately call in his 
capital from his debtor, and ſend it away beyond the reach of the 
tax. If the calling it in be prohibited, then all credit is deſtroyed 
for the future, and no more money will be lent. If the ſtateſ- 
man ſhould incline to profit of the advantage found in fecuring 
money upon land- property; and if, truſting to the deſire moniecd- 
people have of ſettling their capitals in that way, he ſhiould take one 
or more per ccut. upon capitals fo tecured; it will {till have the 
eſſect of hurting the credit of landed men, who 58 frequently 
no aer ue ed. but tlieir land to give! 
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* was formerly the practice to Allow the landlords to retail x 

part of the intereſt; in eonſideration of the tax they paid upon that 
part of their land, which was pledged for the ſecurity of the money 
botrowet ; but when credit is oneeeftabliſhed, that regulation has 
no other effect, than to oblige them to borrow fo much dexter 
than other people, who have no retention to claim. Where indeed 
etedit is precarious, ſuch a regulation would be a premium for od 
ſecurity. BY | 

In general, I believe, we may fafely determine, that all attempts 
to lay a tax upon the income of ſo fluctuating a property as money, 
where the capital is demandable, will prove unſucceſsful. a 

Thie caſe is different, when the capital is not demandable, as has 
been obſerved in the end of the geh chapter upon public credit; 
where we were ſuggeſting a reaſon for taxing the intereſt of na- 
tional debts, when grown up to the full amount of all the income 
of a country. But a material diſtinction was there made, between 
thoſe debts which were fuppoſed to be conſolidated into a perma- 
nent property, and new contracts which were to be — as 
debts upon that property. _ 

We ſee, therefore, the extent of cumulative taxes upon poſ- 

ſeſſions which produce an income. Let us next examine how we 
may be made to affect other articles. 
We have obſerved how improper, and how contrary to . 
ples it is, to impoſe proportional taxes upon thoſe branches of ſale, 
which do not change the balance of wealth between the con; 
tracting parties. Yet cumulative taxes may then take place; 
| becauſe” there is no reaſon to a e mon W or bee 
tonal. 

When lands, for e carry / ties th with them, as is 
0 caſe in many countries; and when, as with us in Scotland. 
they carry a right to vote for a member of parliament, a very 
heavy tax might be impoſed upon the alia nation of them. The ſama 
may be ſaid of every other eſtate homes ee a feudal inveſti- 
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ture to compleat the right. Thus the Jodi et ante in France, which 
is a portion of the price of ſuch. lands due to the ſuperior! or lord» 
paramount of the fee, amounting. in many caſes to the fixth part 
of the price, is a hint for a cumulative. tax to nen 
alienation of this kind of property. .,..;/ 1, .. 

Were cumulative taxes properly, laid upan el — a res 
gularity i in levying them at ſhort intervals, and according to ſome 
dererminate proportion, would do a great deal towards communi: 
cating to them all the advantages of thoſe of the proportional kind. 
Thus a tax laid upon thoſe who work by the day, may be levied 
in ſuch a manner as to be tolerably eaſy. A penny a day (or more 
if neceſſary) paid by every induſtrious man, regularly, once a week, 
would ſoon enable him to raiſe his price in that proportion. But 
then deductions maſt be allowed for all accidental impediments; 
and were a plan to be concerted, many other conſiderations would 
enter into it, which it would be ſuperfluous here to mention, and 
which, perhaps, may occur in another place, 

The two articles which, in analizing the extent of proportional 
taxes, we obſerved had eſcaped that impoſition, to wit, money 
locked up, and the pure profits on trade conſtantly accumulated 
into the ſtock, are equally ill adapted to bear a cumulative tax. I 
can ſee no way of taxing money locked up, any more than money 
lem, without opening a door to the greateſt oppreſſion. And as to 
the pure profits on trade, although they appcar to be income, I 
rather conſider them as ſtock, which, according to principles, ought 
not to be taxed. My reaſon for not Conſidering them as income, is 
becauſe we have ſuppoſed them to be accumulated by the merchaut 
into his trading ſtock. They reſemble the annual ſhoots of a tree, 
which augment the maſs of it, but are very different from the ſeed 
or fruit which is annually produced, and 1s annually ſeparated 
from it. If they are ſpent by the merchanes, then they are un- 
doubtedly income, and will be affected by proportional taxes; but 
aste taay alio not be ſpent, and become ſtack, the cumulative 
tax will affect them! in both caſes. 2 


| 
| 
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AVING endeavoured to aue the 1 of mme by 
examining the combinations which occur when we ſuppoſe 

it augmented to the higheſt degree, I muſt now look for ne 
combinations, which will ſuggeſt themſelves upon A the | 
conſequences of a total, or a partial abolition of tage. 
So far as taxes are abſolutely neceſſary for the ſupport of govern- 
ment, no body, I fuppoſe, can wiſh to ſee them aboliſhed. - The 


object, therefore, of a ſtateſman's attention in levying taxes for in- 


diſpenſable national purpoſes, ſhould turn upon the principles we 


have been examining. What now follows relates to the conſe- 


quences of aboliſhing taxes once eſtabliſhed, ſo far as it proves a 
revolution in the oeconomy of a ſtate. This will lead us to examine 
the conſequences of taxes, conſidered as voluntary public contri- 
butions, independently of the abſolute neceſſity of raiſing them to 
ſupply the exigencies of the ſtate. We are therefore to examine the 
conſequences of ſo great a change to the whole body of the ſociety, 
conſidered as a nation, which requires a public ſtock, to which it 
may have recourſe upon every extraordinary occaſion, | 
When the intereſt of a whole people is examined with reſpect to 
taxes, they may very properly be divided into the following claſſes. 
imo, Thofe who receive the amount of taxes, viz, the creditors 
and ſervants of the ARS, Ne" thoſe” to Wen r _ n 
ment! 11 e T9} 
24), Thoſe who advance the ee wiz. al = mem claſſe 1 
the induſtrious. 70916 90112497 of 
ztio, Thoſe-who pay the n in All " . hn) idle band in 


other words, all thoſe yOu cannot and n wan they have paid. 
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In theſe claſſes are comprehended thoſe who pay the taxes, and 

thoſe who receive the amount of them; conſequently, in whatever 
concerns taxes, the common intereſt of the whole taken wears 18 
what muſt regulate the conduct of the ſtateſman. 

In order to determine this firſt and general queſtion, viz. the con- 
ſequence of aboliſhing taxes relatively to the cumulative intereſt of 
a Whole ſtate, it is proper to inquire, o 
rm, What will be the conſequence of aboliſhing taxes, tele 
to thoſe who now receive the amount of them, viz, the creditors and 
ſervants of the public, and thoſe to whom they give employment. 

240, What will be the conſequences of aboliſhing taxes relatively 
to: trade, induſtry, and manufactures: that is, whether theſe great 
objects are carried on to moſt advantage, when: every individual 
contributes largely in providing a fund to be adminiſtred by a ſtateſ- 
man; or when no body contributes any thing, but when every one 
retains the whole of his income, and the proſits of his induſtry, 
and diſpoſes of them as he thinks proper. 

31, What will be the conſequence of aboliſhing taxes, relatively 
to that part of the people wha naw complain that they are forced to 
contribute to every tax, although by their excluſion from the emo- 
luments of lucrative employments, they bear a greater burden than 
others not better entitled to eee who thereby profit at their 
Cxpence ? EN Aoi E l $9 _ 

To determine fo intricate, a x queſtion, ſeveral combinations of 
circumſtances muſt here be examined, and from the particulars 
reſulting in every caſe, we ſhall, towards the end of this chapter, 
endeayour to point out the general concluſion... I begin by examin- 

ing che conſequences, ariſing. to the creditors, and to thoſe, who 
ſerve the Me, from the ceſſation of thoſe expences which. flow 
from the produce of taxes, either in paying the intereſt of eee or 
in defraying the whole adual expence of government. 

As to the creditors, this queſtion has been alacady,diſculſed. We 
have ſeen that the withholding the intereſt due to them would have 
the conſequence of bringing on ſuch a convulbon i in the ſtate, by the 

| breach 
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breach of faith, and ruin of public, credit, as would throw: every 
thing into confuſion. But with reſpect to the ſervants of the late, 
wie muſt inquire; whether the railing taxes for defraying this 
article of expence be more hurtful to the. people 'in general, than 
the conſequences of ſuch a revolution in circulation and employ- 
ment, which would follow, if the taxes were to be n 
Ms ſervants employed by the ſtate diſmiſſed. | 
When the neceſlity of railing taxes is out of the queſtion, adn: 
ado ae. kw anddex.ub 
money is taken out of thoſe hands who would have employed it 
for the advancement of the proſperity of the Rate, in order to throw 
it into thoſe who will employ it ocherwiſe. From this let us now 
draw ſome concluſions. 

Im, That if money be $4 thoſe who would have em- 
ployed it in feeding themſelves, and in continuing their induſtry, 
the ceſſation of ſuch a tax is in a manner giving bread to thofe who 
are ſtarving. 

ade, If 8 Wis from ho whe nia more 
than bare neceflaries; would, by its uſe, increaſe the demand for 
domeltic induſtry, and were that money beſtowed on a ſet of men 
who would employ it in the purchaſe of foreign commodities; the 
ceſſation of taxes, in ſuch a cafe, would, ſo far, take the bread 
out of the mouths of foreigners, and give it to our own country- 
The abotition of the firſt ſpecies of taxes is advantageous to a ſtate 
in every combination, let the money arifing from it be ever ſo well 
employed. As to the fecond ſpecies, the abolition is not neceſſary; 
becauſe the vice lies only in the miſapplication of the amount. 
Let us then ſuppoſe taxes to become unneceſſſſy, and all 
thoſe of the hurtful kind, depriving the induſtrious of bread, and 
enriching foreigners at the-expence of citizens, to be taken off. 
| Suppoſe that after all, there ſhould ſtill remain more taxes than 


are ſufficient for ſupplying: all the neceſſary charges of govern- 
ment, when — with prudence and with oeconomy, and 
that 
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value of all the ſervices they do the ſtate: I aſł whether this ſuper · 
fluous expence is immediately to be cut off, and taxes diminiſhed 
in proportion; or whether it would not be more proper to let the 
Wann applying n 
of then: 

I anſwer, that according to the fate of the queſtion, the body of 
the people, who are all made to contribute towards the enriching of a 
few of their number, may juſtly complain of the inequality of their 
condition, and have a title to demand an abolition of their taxes, 
unleſs it can evidently, be made appear, that by granting their 
requeſt, there would follow a prejudice to the ſtate, which would 
aſſect (cir own intereſts as individuals. 

To diſcover how far this may be the caſe, let us form as many 
combinations as we can, relative to the eſſects of diminiſhing 
and candidly examine the moſt natural conſequences of every one, 
If we find that the maſs of a people gain, in general, more. than 
they loſe by paying taxes impoſed with moderation and propriety, 
and ſtill more if it appears that their eaſe and proſperity depend 
upon the levying and expending of ſuch taxes; I think we may con- 
clude, that all diminutions of them which hurt the intereſt of the 
greater body, are in general hurtful to the ſociety. 

Let me firſt ſuppoſe a general reform of all unneceſſary a 
to take place at once, and a proportional abolition of taxes to go 
hand in hand with it, Would not all thoſe who at - preſent ſubſiſt 
by the ſuperfluous expences of government, be reduced to miſery : 
Would not all thoſe who ſupply unncceſſary wants, equal to the 
whole amount of the taxes ſuppreſſed, be forced to be idle in pro- 
portion? The milliohs who contribute in paying thoſe ſums would 
be differently aſſected. Thoſe who pay out of a fixed and certain 
income, would feel an immediate benefit from at; thoſe who con- 
tribute by proportional taxes would alto be gainers, providing they 
be of the idle claſs ; but all the induſlrious would loſe in propor- 
tion, if the prices of ſubſiſtence thould not fall wich the dimi- 
VOL. II. Aa a a nution 
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Hition'sf their taxes! All the manufacturers of exeiſeable goods, 


Who had been uſed to advance the taxes, ad we have obſerved, would 


gain conſiderably. For the diminution. of the taxes would be total 
as to them, though not to their-cuſtomers;; becauſe; waders would 
never want pretences for keeping up the price of their commadities 
beyond the N _— it wege to be, when duties are 
taken off. 9 * IA nate ic 
I decide with eee as to this e from the 


analogy it bears to the conſequence of changing the denominations 


bf the coins in France, which long experience ſhews never to have 
the immediate effect of regulating prices proportionally. x7. 
But as we are here conſidering the conſequences of a fudden abo- 
Krion of taxes, let us, for a moment, conſider, with an eye of hu- 
mManity, the ſcenes which would unavoidably open to our view, 
both in the formerly opulent habitations of thoſe who were wont 
to wallow in public money, and in the comfortable dwellings of 
many'others'bf every denomination, who, either as the reward of 
merit, or as the recompetice of painful induſtry, had ſupplied the 
wants of uſeleſs armies, navies, arfenals, dock yards, &c. for- 
merly paid out 6f taxes, now aboliſhed, and who _ aan 
fifted and brought up their families. 9921155 
Are not all theſe children of the ſtate? Have they not had Fw 
aid mothers who have been greatly relieved by procuring ſuch 


gütlets for them? Have they not children who are educated; and 


brought up with the amount of their ſalaries; and profits of their 
ſervice? Have they not had people of every claſs of induſtry, who 
have gained their bread by providing for their wants, while they 
were ſupplying thoſe of the ſtate, no become ſuperfluous ?. In one 
word, does not the money they receive, circulate and return to the 


grand river, as I may call it, in the nnen thas: of other 
members of the tate? bisibai vmot bait 5 lod 54 


For theſe reaſons; I fav; 2that r ippoſed, and 
brought to circulate through a certain channel for a long time, can- 


not, "ſuddenly, be * ru * far greater miſery 
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hd Afrefs chan eau urlſe from: ther}; when: levied with, any 
degree of intelligence,” This is nowiſe peeuliar to the ſuppreſſion 
of taxes; it is equally the fame; in every ſudden, revolution of 
property. When the Templers were univerſally rooted out of 
Chriſtendom,” who doubts of the: aſſſi tions, miſery, and diſtreſs, 
which followed to every claſs of inhabitants employed by them, 
in every kingdom in Europe? Could ſo large a conſumption as 
that of ſo great an order ceaſe: at once, without drawing along 
with it numberleſs inconveniences? Did not the reformation itſelt, 
otherwiſe ſo great a bleſſing, ſlarve a multitude, of poor who were 
fed by the monaſtries? Did not the ſecularization of ſo many eccle 
ſtaſtical beneſices do great prejudice to many families, by. blotting 
out an infinity of ways of procuring an eaſy livelihood for their 
children? Let thoſe who do not feel the truth of hat I here ad- 
vance, examine the ſtate of the proteſtant nobility in Germany, 
where you find: the ſame hardſhips ſtill ſubſiſting, though in a 
degree much inferior to what it: muſt have been at the time of this 
ſudden revolution, which took _ FORO of the younger 
ſons of noble families. at bes dc 1 
Such revolutions have bm 0 d inconveniences ; have been | 
felt: but they were not the deliberate act of any particular ſtatef- 
man. They were the effect of thoſe convulſions which the human 
paſſions occaſion. No body can juſtly impute them as neceſſary con- 
ſequences of a reformation in religion. But let any ſtateſman now, 
from a cool reflection upon the unneceſſary load of employments 
in church, ſtate, army, navy, finances, and law, and from a prin- 
ciple of diſtributive juſtice, abaliſh at once all that is ſuperfluqus, 
and the taxes, at the ſame time, out of which the emoluments arite, 
he will very ſoon ſet before the eyes of his people, ſuch a ſcene of 
compaſſion, as will quickly blot out the remembrance of the favour, 
We ſhould not then find ſome individuals reduced to want, but 
numerous families; not a parcel of beggars ſtarved, but induſtrious 
manufacturers not a ſvt of ecclefiaſtics, ho from their ſlate of celi- 
bacy and retreat, appeared already, in a manner, ſeparated from 
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che commonwealth; but 3 maltivnde of perple connected by mar- 
riage, by focicty,; and by all the tender bonds Which unite man- 
kind. Such a ſoene, I (ay, would not fail 407 excite compaſſian 
in the heart of thaſe very men in whoſe: favour the deſolation was 
to be hrought on; 3nd; the ſtateſman would thereby, loſe the whale 
merit ot his il judged 26a for diſtributive juſtice, and be conſidered. 
in the m0 unfarourablo. _ that ge n or nn cauld 
"ore 137101 et v3 wÞbii4c 
This is a digraijon teat a> ictcerion. ——— | 
e eee of public money, but to point aut how far a reforma- 
tion in this particular is a delicate operation. nom ot oft 2A 
A A. good phyſician never attacks a diſeaſe by violent remedies; when; 
mild ones, with time, may be made to produce the fame! effect. 
Nothing can reſemble an ingrained diſeaſe in a human body, more 
than an ingrained vicious hahit in a ſtate. The ſpirit of a nation is 
influenced, as has been ſaid, by the adminiſtration of its govern ; 
ment. 80 large a ſum of miſapplied money creates a political diſ . 
_ which muſt be purged away by degrees; and new doors muſt 
de opened to receive thoſe whoſe former method Ga n e is 
thereby intended to be cut off. | || T 
Let me next examine. eee of * — 4 inſenſible 
reduction of taxes, relatively to trade, induſtry, and manufactures. 
It would be both redious and ſuperſluous to trace the ſteps by 
which ſuch an operation ought to be conducted. Let me ſuppoſe it 
compleat ; but let is not be ſo very gradual as to blot out n 
brance of the age of taxes, and of their effects. | Shah? 
We have ſufkciently analized the whole progreſs of — — 
we have ſhewn how it muſt conſtantly be in proportion to aliena- 
tion, and how, when deficient, induſtry fuffers a check. Even 
when peace is reſtored after an expenſive war, we have ſhe wn how: 
circulation diminiſhes, from the abatement of public expences, how 
money . rand genie ot a more 
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Lot us ho apply theſe principles e the queſtibibeforets; Let 
taxes be aboliſhed ever ſo gradually; the circulation of the erche- 
quer muſt ceaſe in proportion; conſequently\ the whole alienation, 
and the whole induſtry which is the object of chat alienation, muſt 
ceaſe alſo. The money iſſued fror thence at preſent, continues its 
progreſs from hand to hand, and all is found neceſſary for cireu” 
lation, in this age of taxation, as we have called it. What a deal 
of induſtry is implied in the circulation of a ſum equal to all che 
taxes ! Let thoſe who chooſe to calculate, ſtate che following pro- 
portion, becauſe I will not here interrupt my ſubjed e. 
As the whole money of the country is to all the alienations per- 
formed by it, ſo is the ſum of ——— 5 omagn; 1 
will fall with them.- - IDS SOT nne 2900 blian 

If a graduab diminution of —— em effect of extin⸗ 
guiſhing fo much induſtry, it will have the eſſect of ſtarving the 
induſtrious who lived by it. But before they ſtarve, the price of 
work muſt fall below the price of the narroweſt ſubfiſtence : becauſe: 
the never failing foreign demand for ſubſiſtence; will keep it above 
the rate of their ſlender abilities, as long as any trade remains} 

To imagine a foreign outlet for cheap manufactures, while the 
ſubſiſtence of workmen is at par with other nations, is againiſt 
all prineiples-;. as it is againſt experience, -to-ſee a country withour: 
revenue, and without taxes, . meer ſucceſs: _ ao 
tions of induſtry and foreign trade. 10161%]J0 86 $1212 oe 
Compare, therefore, the ſituation of — with, 
thoſe in the age of taxes. Compare thoſe who would augment: a. 
ſupply: far beyond all the demand for it, with. thoſe o are paying 
large taxes, and as regularly drawing them back, either upon the» 
ſale of their work, or „ eee eee 
to be idle two or three days in a Weck. | C 

In fuch a firuation, how „5 ian is | 
the idle conſumers furniſhing again a copious ſupply of money to 
government, for removing ſuch inconveniences. They would then 
quickly perceive that they had not been of that claſs which had. 


felt 
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#ek the load of taxes ; chey would recal e mind the joyful hours 
they had fpent in puhlic houſes; the fortunes which every induſ- 
trious mau might hope to accumulate, while every branch of 
induſtry was kept alive, by: the means of a copious circulation- 
If, therefore, the induſtrious claſſes of a people cannot be benc- 
ſtted by an abolition of ene n nd Next htacpont ITN 
advantage would a PIs 7 SEL 1 
I has been ſaid, — 80 idle conſumers pay all taxes 2 pro- 
portional kind; the proprietors of lands, houſes, &c, bear every 
where a very large ſhare of taxes both proportional and cumulative, 
This claſs of men, therefore, are thoſe who bid the faireſt to reap 
a' benefit from an abolition of them. But the proprietors of lands 
are by no means included in the claſs of idle conſumers, in every 
reſpect; altho they may be conſidered in that light, with reſpect 
to ſuch taxes upon their conſumption as they do not draw back 
trom their direct induſtry, in producing ſome manufacture Which 
they may ſell again, with a proſit proportional to the tax they paid 
hey are maſters of a property,; which, in a country of induſtry, 
is daily augmenting in its value, Their fortunes, often ſwell 
faſter than thoſe of any one claſs of the induſtrious ; but they aug - 
ment by annual income; the fortunes of all the reſt, increaſe by 
the capital. Every penny raiſed in a landlord's rent, is equivalent 
to half a crown gained by a merchant. | 1 -a1hyb 
If it be true that taxes, rightly impoſed, do no 1 to any 
of the manufacturing, or any - wiſe induſtrious claſſes of a people; 
and if it be true, that an abolition of choſe taxes, by contracting 
circulation; would diſcourage induſtry; then we may determine 
that the landlords would loſe much more in finding the improve · 
ment of their lands interrupted, than all they can 1 * adding 
their taxes to their preſent fortune. * 199164 
Combinations of this ſort are fo — that I cannot pretend 
to unfold them ſtep by ſtep, as might be done in caſes of a more 
ſimple nature. The concluſions therefore drawn from reſearches, of 
this kind, do not command that aſſent, Which we find in a man - 
20 ner 
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ner extorted from us upon othen occaſions. In this chapter, I have 
nat undertaken to demonſtrate that the judicious impqſition of 
taxes is advantageous to a country in every reſpect. My view is to 
point out the advantages they actually have. The common opinion 
is that they are hurtful. Our feelings, however, have raiſed doubts 
with many great men concerning the truth of that propoſition. 
If my inveſtigations, however imperfect, and however liable to 
objections, ſhould facilitate. to others the clearing up a point, which 
ia beyond the reach of my capacity to extricate, this, conſideratiop 
will be a ſufficient encouragement for me to procec ct. 
Let me, therefore, lay aſide the thoughts of analizing the effects of 
taxes, with ſuch accuracy as to form a demonſtration of their being 
more beneficial than hurtful to an induſtrious, nation, and that the 
throwing: chem back into (circulation; does more good, than the 
raiſing them does harm. But let me ſhew, in general, tha: the 
intereſt of landed men, who, I think have, beyond all doubt, been 
proved to be thoſe who, in the firſt place, pay a:confiderable part 
1 m__ W e no mne ee ot 
them. b ö le, - 2310 QOUISTSDS lnb at 
The proprietors of hal whom e ace liighbered conſidered 
as being of the claſs ob the idle conſumers, advance their rents by 
the great demand produced for ſubſiſtence, in conſequence ot in- 
duſtry. This, if it does not raiſe: the price of {ubliftience, keeps 
ir, at leaſt, at an equal ſtandard; and that ſtandard muſt bear a 
proportion to what it is worth in other nations, as long as trade 
ſubſiſts. But let trade decay, let domeſtic induſtry fail, it will not 
be the foreign price which will then ſupport the rate of our 
markets. What a multirude of circumſtances contribute to the 
exportation of our ſuperfiuity I can ſend from Charing : croſs, any 
parcel whatever, to the diſtance of fifty miles, cheaper than from 
my own country habitation, where I can have a man, with a cart, 
for two ſhillings a day. From Charingreroſs, I cau ſend, at an 
hour's warning, many thouſand tuns weight: here I could not do 
the ſame in many werks. Near London, an extended common 
411 may 


1 —— improved in a ſeaſon: n 
of a ſmall field is the buſineſe of a man's life. Let me even oo 
fſicler how matters are changed within theſe fifty years. Under 
takings which now are erecuted with little difficulty, were 
then abſolutely impructicable. An army was neceſſary thirty years 
ago to make a road of a hundred miles, and the men 0 
aſtoniſhed at the execution of it. ti 
Were it neceſſary, at this time, eee eee Wako, 
ney be but provided, ee RP eee 7 1 
or execute the plans (DIET | 
The number of e f . ene ee a 
fate ; and the profits of the opulent claſſes, by the augmentation 
of induſtry, more than compenfates all the burden of their taxes; 
They grow in relative wealth; and the acquiſitions they make, are 


commonly exempted from the cumulative taxes raiſed upon their 


poſſeſſions; In proportion to their induſtry in improving their 
lands, their fortunes augment. - The preſent ſyſtem of taxes does 
not interrupt their operations. Were any great change in that par- 
ticular to take place, which might ſink the market prices of ſub- 
ſiſtence, even allowing that it would prove an advantage to foreign 
wade, they, ny" would be the firſt who I 
convenience.” 

It may be wiintierdd; an # Vive not ſuggeſted, as a cotta 
of taxes, the inereaſe upon the price of the earth's productions, 
which is a direct indemnification to all the landed intereſt, more 
than equivalent to the taxes they pay. But taxes upon land, do 
not augment the price of grain, as they raiſe the price of exciſe- 
able goods. The reaſon is plain. The tax upon land aſſects only 
the proprietor's ſhare of the produce of his lands: were he to at- 
tempt to raife the price of his grain, in proportion to the tax he 
pays, his farmer, who pays no land-tax for his portion, would 
underſell him in the market. b never can raiſe a 118 excopt 
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when it is laid on ſo univerſally, as — any 

perſon to avoid it, who ſells in competition with another WhO pays 
the duty. It is from this principle that ſmuggling often ruins fair 
traders: the ſmuggled goods are ſold cheaper than thoſe which pay 
duty, and the fair trader is thereby forced to ſell below what he can 
afford. 7 

On the whole, I believe chat ens quetion its: iceotghly- 

underſtood, it will be found, that taxes affect prices far leſs than 
any one could imagine; except in the caſe of exciſes; rightly im- 
poſed, and levied without fraud. There indeed they have their 
effect ;. but in every other mode of impoſing them, I am apt to 
believe that they do not produce the conſequences commonly 
aſcribed to them. I have already ſuggeſted the reaſon in a former 
chapter upon this ſubject ; where the influences of competition in 
the markets where commodities are fold, has been proved to work 
more irreſiſtible effects in regulating the price of work in general, 
than any thing that taxes, not immediately impoſed upon the very 
article of conſumption, can produce. But if in ſpite of all that has 
been ſaid, it ſhould be urged that the pxices of labour and manufac- 
tures riſe in proportion to taxes, I anſwer, that the difficulties reſults. 
ing upon this hypotheſis, would be many more than could be ob- 
jected to the other theory. Could, for example, any man aſlign a 
reaſon, why a. pound of the beſt ſnuff in. England ſhould be ſokl 

dearer than in France, where it pays a duty of above two ſhillings 
ſterling; why many articles of manufacture can be afforded 
cheaper in England, than in Scotland, where taxes are certainly 
lower, and although a day-labourer in the firſt be paid a ſhilling; 
and in the laſt little more than eight pence ; why ſubſiſtence ſhould 
be abſolutely dearer in Scotland than in England, taken upon an 
average; Why univerſal experience ſhould prove, that when the 
price of ſubſiſtence is raiſed by ſcarcity, work inſtead of riſing, is 
conſtantly lower than at other times: 

From all theſe appearances, added to the arguments I havo 

uſed to prove that taxes are not prejudicial to induſtry, I conclude, 

VOI. II. B b b b | that. 
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that the theory I have attempted to give is juſt in the main; 
and that when taxes are judiciouſly impoſed, and n mn 
vrithout oppreſſion, they enrich a nation. 
Inno, By putting into the hands of a good a is means 
ef removing every abuſe of rendering the ſtate reſpected by its 
enemies; of ſupporting every claſs of induſtrious inhabitants, 
-when their particular branch falls under diſtreſs ; of providing an 
outlet for many young people, who in time become ornaments to 
their country, and inſtruments of her defence; of ſupporting 
foreign trade by bounties on exportation; of encouraging the im- 
provement of lands, the eſtabliſhment of colonies, the extenſion of 
fiſheries, and every other ſcheme for RY the eee 
1 ſubſiſtence and manufactures. 
” 24, That the multiplication of taxes, excluſive of the encour- 
agements juſt mentioned, which are beſtowed gratuitoufly on 
trade and manufactures, do, of themſelves, and independently of 
the proper — of their amount, augment, demonſtrative- 
Iy, the maſs of circulation, alienation and induſtry; and in this 
reſpect may be conſidered as a voluntary contribution, in the ſirſt 
place at leaft, from the rich who pay __ to the inqufirious who 
ee draw them back. 

Ztio, As to that part of the people, whs pay their taxes without 
Inaring the advantages of thoſe who ſerve the ſtate in lucrative 
employments, I ſay the induſtrious part of them pay nothing; and 
the demand for what they produce, is greatly increaſed by the ex- 
pence of thoſe very men who are the objects of their envy: and 
farther, that if an alteration were to be made on the revenue, by 
any abolition of taxes, thoſe who imagine themſelves hurt at 
preſent, might find, by ſad experience, a much greater, and much 
More real hurt, from what would diſturb the harmony of the _ 
Fent ſyſtem. 

To conclude, we have a tolerable notion of the flate of induſtry 
in former times, when taxes were little known: we may ſee the 
— it is making in countries . at preſent, impoſitions 
p 6. ">. . are 
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are comparatively lower than elſewhere ; and we may compare 
the ſtate of thoſe countries with our own, as to eaſe and happineſs. - 
From ſuch inquiries, nothing, I apprehend, can be concluded in 
favour of the progreſs of induſtry, from an abolition of taxes. 

That ſuch an abolition may produce ſome: good effect; as yet un- 
known, I ſhall not pretend to deny: we have not lived long — 8 


n any experiment of this kind put in practice. 7 
From che expolition I have given. af this aner, there ate 
an to be ſolv e. eat 


Taxes are paid, no doubt, and 8 . —. to — 
ſeema to pay them. The induſtrious draw them back; the prox - 
prietors of land and ſolid. property. are {aid to be indemniſied; - 
prices, it would appear, are not to fall by. a diminution of taxes, 
in favour even of the moſt idle conſumer; they: are not made to 
rife in coniequence of an augmentation on them: Whence then do 
taxes proceed? From what fund do they ariſe? What intereſt do 
they affect? I can ſolve all theſe difficulties; by an anſwer to ano 
ther queſtion. From whence ariſes the value of a ſmall parcel of 
flax, when wrought into fine lace ? It ariſes from the price paid for 
time well employed; which produces nothing when fpent an idle - 
neſs. This is the fund out of which the greateſt part of taxes is 
paid; it is a fund created by the induſtrious Britons, which I hope 
will increaſe for many centuries, tho taxes ſhould increaſe in pro- 
portion. It is worth more than ten times all the taxes which could 
be raiſed, and all the landed property without it. Let that time 
be ſpent in idleneſs, and the whale produce of this iſland ö 4 
fupply the expences of e eee Ert 
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T is „bee to find out, a priori, how taxes Thowld ee 
to induſtry. What makes ſeveral people adopt this opinion is 
heir feelings, in conſequence of many circumſtances ariſing from 
experience, rather than what reaſon, or the nature of the thing has 
pointed out. But as nothing can be produced without an adequate 
and natural cauſe, it is proper to examine this polidcal problem, by 
an application of the principles we have laid down in the former 
chapters. If theſe .be juſt, we ſhall diſcover by them, how it hap- 
pens that in countries here taxes are high, where living is dear, 
and where every eircumſtance ſeems to render the means of ſub- 
ſiſtence difficult to obtain, people live in the greateſt plenty, are beſt 
and moſt 3 n _ that dagen _ Fuentes — 
progreſs. f [5! 

For the ſolution of i this ene Jet us call to mind ts principles 
'which influence the multiplication. of mankind, and the increaſe 
of labour and induſtry, laid down in the firſt book. We there ex- 
plained how hes wants of Are have eee their 3 

„ ioney, the inſtrument of RY RVA was rpveſuitod as the 
primum mobile in this operation; à deſire in the rich of acquit- 
ing every thing with money, that is demand, was ſhewn' to be 
the ſpur to induſtry in the poor. It was ſaid, that if riches did 
not inſpire a taſte for luxury, that is for the conſumption of rhe 
labour of man, theſe riches would not circulate; and that they 
would then be adored rather as a god, than made abe reden! to 
the uſes of men. 

Connect herewith that the impofition of taxes is a method of 
bringing money into circulation; that thoſe of the proportional 
11140 8; kind 
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kind have the effect of drawing from the rich, an additional price 
upon every thing they buy, which goes for the uſe of the ſtate, 
and which otherwiſe would not INE entered into circulation at 
that time. 

From theſe principles, I — e induſtry; 
not in conſequence of their being raiſed upon individuals, but in 
po wer. ey mg their being expended be ane; NY moſt 

ing demand and circulation. 

From the principles above laid aun, cannot diſcover; the 
Andew of a reaſon, to conclude that the taking arbitrarily away 
from ſome individuals, a part of their gains by cumulative 
or proportionally from others, by augmenting the price of hat 
they buy and conſume, muſt in any reſpect imply an incitement 
in the conſumers to demand more; and without this it awer ce 
excite the induſtrious to augment the ſupply, yy 
I readily allow that every one who has n 
tax, may have a deſire to indemnify himſelf of the expence he 
has been put to, by augmenting his induſtry; but if on the other 
hand, taxes have put every one to a conſiderable additional ex- 
pence, in proportion to his eſtate, it would be abſurd to allege 
this diminution of his fortune, as the cauſe of a deſire to neee 
his conſumption. ' 

Examine on the other hand, the uſe * * * fate, of. the 
money raiſed, and you will eaſily perceive the juſtneſs, I think, 
of the above mentioned principles. This money belongs to the 
public, and is adminiſtred by private people. Public cxpence. ij 
defrayed with a full hand; they who beſtow the money, beſtow It 
for the public, not for themſelves; and they who work for the 
public, find, or ought to find, the greateſt near Ne to be 
diligent. 

Every application of ulilic money. implies a want i in the late; 
and every want ſupplicd, implies an encouragement, given to in- 
duſtry. In proportion, therefore, as taxes draw maney into circu- 
as which, ; otherwiſe, wauld not have entered into it at that 
vii time, 
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time, they encourage induſtry ; not by taking the money from in. 

dividuals, but by throwing it into the hands of the ſtate, which 
ſpends it; and whith thereby throws it directly into the hands - 
the induſtrious, or of the luxurious who employ them. 

It is no objection to this repreſentation of the matter, that — 
perſons from Whom the money is taken, would have ſpent it as 
well as the ſtate. The anſwer is, that it might be ſo, or not: 
whereas when the ſtate gets it, it will be ſpent undoubtedly. He- 
ſides, had it been fpent by individuals, it would have been hid 
for the ſupply of private wants, which are not near ſo extenſive 
as thoſe of the public: and farther, when money is ſo taken 
from rich individuals, it obliges them to find out a way of 
procuring more, out of their ſolid property; and when this 
facility is not procured for them by their ſtateſman, we ſee how 
taxes become both oppreſſive and ill paid. On the contrary, when 
it is provided, either by the returns of foreign trade, which 
greatly augment the coin of a country; or by banks, which melt 
down property into paper circulation ; we ſee taxes augmenting 
conſtantly, without creating any impediment to conſumption, or 
diſcouragement to induſtry, All theſe conſequences hang in a 
chain, and hence the ſolidity of the principles upon which they 

depend may be gathercd. 

After this ſolution of the queſtion propoſed, let thoſe who - are 
verſed in hiſtory combine circumſtances, and examine. whether 
facts do not prove the truth of what I have ſaid. 

During the time of the Roman empire, when the riches of 
Afia flowed into the coffers of Rome, and were conſtantly ex- 
hauſted by the prodigality of the emperors, we perceive, from 
many circumſtances, to what a degree the conſumption of ſuper- 
fluitics augmented. The price of certain commodities roſe to 
an exceſſive height; induſtrious people, of the loweſt extraction, 
were daily ſeen to amaſs prodigious fortunes: theſe are proofs of 
circulation. But when we conſider the expences of a Lucullus, 
or of a Craſſus, who conſumed, it is ſaid, the work of ten thouſand 

ſlaves, 
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ſlaves, and compare the canſequence of that conſumption with the 
expence of a modern, who ſhould conſume the induſtry of ten 
thouſand freemen, we ſhall find a wonderful difference inthe effects 

of the one and of the other, with reſpect to circulation, and the 
encouragement given to induſtry, . 

There was no alienation between Craſſus and his ten thouſand 
Naves, notwithſtanding all the work conſumed ; conſequently, 
the only circulation implied by this conſumption was in proportion 
to the neceſſaries which the maſter was obliged to purchaſe for ſo 
great a multitude: and if we {till ſuppoſe all thoſe neceſlaries to 
have been produced by their own labour, then the ſtate of Rome 
could not, but by an arbitrary impoſition laid upon Lucullus and 
Craſlus, draw one farthing out of their coffers; conſequently, im 
duſtry could not increaſe in proportion to the loads of wealth 
brought from Aſia by thoſe generals, Whereas were Lucullus naw 
at London, or at Paris, he would not be able to ſpend a ſhilling, 
without giving a penny, and perhaps more, out of his treaſure te 
the ſtate, which would immediately throw it back into circulation. 

As we are now on the ſubject of circulation among the ancients, 
let me briefly trace the progreſs of it in Europe, through different . 
modifications, to our own times, and fo cloſe this chapter. 

When the ſeat of empire was tranſlated to Conſtantinople, and 
all the Aſiatic provinces attached to the Emperors of the Raſt, a top 
was put to the augmentation of coin and bullion in the empire of 
the Weſt. A conſiderable part of what had formerly been there 
returned to Conſtantinople, and the remainder fell a prey to the 
barbarous nations which overran it. This may be callcd the firft 
en, 

Theſe barbarians, by enſlav ing all the ancient inhabitants, and 
by forcing them to perform every Kind of ſervice, muſt have had 
little uſe for coin. What they coined appears to have been broad 
and thin, 

Let any one xeflet upon che inſenſible waſte of ſilver plate, and 
the fill greater loſs on coin which circulates; the vaſt ſums carried 
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off i in the time of the Croiſades; the quantities buried or thrown 


into rivers in times of devaſtation; and add to theſe circumſtances, 
that from the fifth century after Chriſt, till the diſcovery of the 
Indies, there was, probably, little or no ſilver or gold brought into 


Europe ; and it will appear very natural, that coin ſhould have been 
at that time much more ſcarce than formerly. 


Ho contracted. circulation was during the 1 3th and 14th cen: 


turies, may be gathered from the anecdote concerning alienation 
in France, mentioned in the third chapter upon public credit. 


But farther, the great ſubordination eſtabliſhed” by the feudal 


form of government, and the military ſervices to which ſuch num- 
bers were bound, had the effect of preſerving the ancient ſimplicity 
of manners, ſo unfavourable to induſtry. The:conſequence was, that 
Princes could raiſe no taxes; and that all the money the people had 
was locked up in their cheſts. We know there were in thoſe days 


abundance of wealthy people; but their wealth inſpired them with 
no diſpoſition to conſume at the expence of ready money. 


The diſcovery of the Indies opened a third period, and threw great 


riches into the hands of the Spaniards :- the houfe of Auſtria was 


the firſt enriched, and appeared with great fplendor for ſome time. 
Charles V. by his extenſive dominions, had an opportunity of diſ- 


tributing this new gotten treaſure among his ſubjects in Flanders, 
his native country: this ſet induſtry to work in that quarter. The 
Portugueze diſcovered the Eaſt Indies: a new enticement to luxury; 
a new motive to become expenſive. The Hollanders became a 
trading people,.and with the money which their induſtry had drawa 
from the magnificent. Spaniard, they ſhook off his yoke. Money 
inſenſibly began to circulate. Princes immediately found, as has 
been ſaid in the ſecond book, that it was neceſſary for them alſo to 


augment their revenue, in order to maintain a proper ſuperiority 


over their ſubjects in point of riches. The increaſe, of circulation 
among individuals made it more eaſy to raiſe taxes; and the throw- 
ing the amount of them back again, in gratificatians to the chief. 
people of the ſtate, engaged thoſe who came by money in a man- 

ner 
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ner gratuitouſly, to expend 36 2 freely as they received it. No 
wonder, then, if Princes found it an eaſy matter to load their ſub- 
jects. They were ſupportetin this ſcheme by the great men of the 
tate, who found a benefir- from it. This revolution has totally 
changed the face of affairs in the preſent period of circulation. 
Courts are ſplendid; armies are numerous; buildings, in cities and 
in the country, are magnificent ; an old city, compared with a new 
one, appears hideous; all public works are carried on with that 
ſolidity which we admire in thoſe of ancient Princes and ſtates, 
when nations led into captivity were employed to perform them. 
In thoſe. days the magnificence of Princes was in proportion to the 
groans of their ſubjects; now they are in proportion to their 
wealth and eaſe. Whence proceeds the difference, the effects are 
the ſame ? From good government, and a well Aer political 
oeconomy. 6 


G 
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Confer ations upon Land ae with for Obfervations pon 
| 1 boſe of England and France, 


F all the kinds of cumulative taxes, that which is properly 

impoſed upon lands ſeems the beſt: that is, it implies the 
feweſt inconveniences to the perſons paying, and to the ſtate in 
railing it. That it is an unequal impoſition 1s plain and certain: 
this character 1s unavoidably attached to every ſpecies. of cumu- 
lative taxes, in one way or other. It has alſo the eſſect of caſting a 
general difcredit upon the : purchaſe and improvement of land; be- 
cauſe the proprietors are naturally expoſed to augmentations, 
which may, atmoſt with the ſame eaſe, be carried to the total 
amount of the income, as to any proportional part of it. This has 
VOI. II. ee been 
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been mentioned in a former chapter where the intereſt of anation/s 
debts was ſuppoſed to increaſe" ſo as to ere eee n 
| land- rents, and the whole revenue of individuals. e TO Sti 
Land- taxes are impoſed in various forms in — coumries; 
and all are ſuppoſed to bear a determinate proportion to the rent. 
This, however, is never, nor indeed can it ever be the caſe. The 
value of land is varying perpetually, from the induſtry of the inha- 
bitants. Beſides this inequality, there are other inconveniences: 
proceeding from the unequal diſtribution of property. In Scotland, 
for inſtance, land is divided into large portions ; very few ſmall lots 
are to be found. The claſs of farmers, for the moſt part, labour 
the lands of others, who have large poſleſfſions. This is leſs the 
caſe, I believe; in England, and ſtill leſs in France and in Germany. 
A land-tax, therefore, being ſuppoſed: univerſal, would, in Scot- 
land, do little harm: in England, it falls heavier upon the ſmall 
proprietors ; becauſe the ſum exacted bears a greater proportion to 
the ſuppoſed ſuperfluity of the proprietor. In France, it is ſtill 
worſe ; for there the exemptions of the numerous claſs of nobles, 
and many other circumſtances mentioned above, entirely deſtroy 
even the ſhadow of proportion. It is out of my way to enter into 
any long detail upon this head, with reſpect to different countries, 
I ſhalt therefore confine myſelf to a very few obſervations upon 
the method of laying this tax in England; and upon a project which 
has been long in agitation in France, to raiſe their land- tax by . 
of tithe upon the fruits. N 
This ſcheme was firſt propoſed to the late King of France by the 
Marechal de Vauban, in 1699, and the propoſal was renewed ſome 
ycars ago in a performance called the Reformatenr. But as it would 
prove hurtful and burdenſome to France, in a great degree, from 
a circumſtance. which has not been attended to, the examination of 
this ſyſtem of taxation = 1 as a wand illuſtration of this is 
of our ſubject. | 
The land-tax in England Sia in ay kde; ini wan ert 
markable defects. Firſt, The ſums impoſed at ſo many ſhillings in 
ä 2 5 the 
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the pound upon every diſtrict of the kingdom, whether, cities, 
towns, univerſities, or open country, even upon the King's palaces, 
inns of court, &c. are not diſtributed according to any rule of pro- 
portion _ the n — but: this en is left 
to aſſeſſors. "1 b £1654 no eli bn 
Secondly, an e — is in ache e funds, 
and ſtock upon land, ſuppoſed neceſſary for agriculture, are charged 
in the ſame proportion as land- rents. | 
' E-ſhall now point out the inconveniences. and bad conſequences 
of theſe two capital defects. | 
Whena tax is impoſed at o many ſhillings in the ponnd una the 
income of a whole diſtrict, every article of the property which pro- 
duces it ought to be ſpecified. If this be omitted, there is a legi- 
ſlative authority veſted in thoſe who make the diſtribution. ; 
The articles which compoſe the whole property, and the revenue 
of each article being once determined, the ſtate has it in its power 
to impoſe the tax according to what proportion it thinks fit; of one, 
two, or more ſhillings in the pound. But then, in favour of the 
contributors, the different articles which produce the ſuppoſed total, 
ought either to be ſpecified in the law, or reference ſhould be made 
to a book of valuation where they are recorded. 
It is no eaſy matter to frame the valuation of all the property of a 
country: and it is a ſcheme I ſhould be very far from propoſing, 
unleſs the ſpirit of a nation took ſuch a turn as to wiſh for it. But 
where a determinate ſum has been in uſe to be levied upon a certain 
diſtrict, it does not appear ſo difficult to make a proportional diſtri- 
bution of it according to equity, and to adhere for the future to 
that diſtribution, conſidering it as a proportional valuation, if not a 
real one. This is done every year, and without it no ſuch tax could 


That the aſſeſſments, in the annual act for the land-tax, are generally underſtood 
to de at the rate of 1, 2, 3, or 4 ſhillings in the pound, is true; bur it is to be 
obſerved, that no ſuch rate is mentioned in the ſtatute with reſpect to real eſtates or land. 
The rate of a certain number of ſhillings in the pound In with regard to per- 
fond property. | 

Cecc2 be 
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be raiſed. But when annual diſtributions are made, diſcomtents 
conſtantly ariſe; and the pretended equality thereby obſerved, 
produces worſe effects than the inequalities which would follow 

from the other ſcheme: becauſe the change in the relative value of + 
poſſeſſions would then be chiefly: ener to the e of every: 
proprietor in improving his lot. o Od }: 

How valuations in England were 555 originally l engine, 
but in Scotland, it is very certain, that as to lands they -were:all ſer 
down in a book of valuation at their ſuppoſed rents at that time. 
So let the ſum raiſed be what it will, every man at leaſt knows that 
his proportion muſt be nnn to his valuation in che general 
regiſter. b<  09701q61 

In England, the caſe is totally different... The proportion every. 
diſtrict is to pay, is indeed recorded by an original diſtribution made 
many years ago in King William's time. By this it appears what: 
every city, county, univerſity, &c. is to pay according as the tax is; 
impoſed at one, two, three, or four ſhillings in the pound. This is 
preciſely, the regulation in France, as ſhall be more fully obſerved; 
but fill ſuch regulations nowiſe prevent the moſt grievous incon- 
veniences which attend this tax; becauſe the burden of it does not. 

* There is no vellige in the hiſtory of England, ſince Dooms-day book, of any regu· 
lar valuation being made of all the lands of the kingdom, nor of any tax n. 
ſingly, an that branch of property. 

The ſubſidies, monthly aſſeſſments, and. pound rates, in the different ſtages of the. | 
monarchy, have all been mixed duties; compoſed. of a charge upon the lands, upon 
the mongy and perſonal. eſtates of the ſubject, and frequently including a poll- tax, where. 
qualities, that is rank, were differently charged. 

The whole operation of diſtributing and raiſing this duty, Ks been by commiſſioners 


named by the King, or by parlament, who ſometimes upon oath, and ſometimes not, 
inquired into the extent of every one's private fortune, and aſſeſſed them according]y. 
Whoever wiſhes to have a more full account of this confuſed method of railing a land- 
tax in Eogland, may conſult Davenant's Ways and Means, Article of men, AMT: | 
ments, and Aids upon a Pound-rate, 
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confifttaw the total amount; ſo much as in theo partial diſtribution! 
upon tie inhæbitants in every fubdiviſion ine 
In England, let me fuppoſe the proportion of the general ſum 
for a particular diftrict to be ten thiouſand pounds, at four ſhillings 
in the pound. How is this to be levied as the law ſtands? Inſtead 
of books of valuation, which ſhew at leaſt the proportion of every 
man's property, if not the real value of it; aſſeſſors are conſtantly 
called in, who examine the rents of all the lands according to the 
laſt leaſes of them. If they have been improved and let at a higher 
rent than formerly, the proportion of the tax is augmented. If 
they have not been let, but ſtill remain in the pofſeſhon of him Who 
improved them, the tax is not augmented. If the tax be found to 
fall too heavy upon the lands and houſes, then perſonal eſtates are 
made to contribute, as is the caſe in London. All queſtions or diſ- 
putes about the repartition of the tax are determined, without 
appeal to the courts of law, by the commiſſioners appointed for 
8 on the tax; as in France they are determined by the Inten- 
dant. Without this regulation all would run into confuſion, for 
e am now going to —— _ er e nferat the 
ſecond defect in this tax. | 
Any proprietor of lands is entitled, from: hs world of the Wm 
to infiſt that the whole perſonal eſtates of thoſe of the diſtrict ſhall. 
Y enter into compuration of the total value upon which the ſum im 
poſed is to be aſſeſſed. Were ſuch queſtions to come before a cburt: 
of law, where the judges are obliged to determine atmoſt according 
to the letter of it, I believe no land- tax could be levied in that King- 
dom. But manners, not laws, govern mankind. The ſpirit of the 
Engliſh nation is ſuch, as to be incompatible with every thing which 
ſavours of oppreſſion. Hence the few complaints againſt the 
aſſeſſors, or thoſe who judge between parties. And as the land- tax 
is levied without any complaints, except as to the total amount; N 
while that remains the caſe; the tewer the. innovations made: upon. 
it are, the better.. ; | _ 


* 
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9 In France, he ſum of. che tailla to be xaiſed upon, the kingdom for 
the year is determined in the King's council; and the proportion of 
every diſtrict (called an Election) is there particularly ſpecified. The 
diſtrict of an Intendant 18 called a generality, and comprehends in it 
ſeveral elections. The Intendant, therefore, makes the diſtribution 
of che general ſum impoſed upon every election, and upon every 

town, village, and pariſh in it, according to a certain proportion; 
and rules are preſcribed to the collectors of every pariſh, concerning 
the method of taxing every ſpecies of income, every emolument of 
induſtry, even every animal in the poſſeſſion of thoſe who, are ſub- 
ject to this tax. This proportion is calculated to carry the moſt 
ſcrupulous attention to every man's gain, upon all effects helong- 
ing to him, and upon every poſſibility of making proſit by induſtry. 
All this is carried into execution with the greateſt ſeeming equality 
in the minute ſubdiviſions... 

But as the firſt impoſition of the tax is not proportioned 0 the 


actual value of the income it is intended to affect, and as the In- 


tendant does not ſet out by a particular valuation of every man's 
poſſeſſion, before he diſtributes the tax upon the ſeveral pariſhes, 
he is obliged to make up the deficiencies by ſecond and 8 diſtri- 
butions. 

Although, this taille affects er ſpecies of property producing 
an. income, as well as every kind of induſtry and employment, it, 
does not affect every landlord for his rent, ſo much as every culti- 
vator under leaſe, for bis ſuppoſed profits. | 

Land- rents in France belong, for the moſt part, to the higher 
calle: and theſe, whether they be well born or not, are exempted 

from this tax, providing they be noble; a word which, has no re- 
ference to birth, but to certain privileges which any man, who has | 
money, may acquire. | 

It was in order to avoid this exemption, that the Marechal. de 
Vauban wanted, to ſubſtitute a tenth inſtead of "ws n wow 1 
for a reaſon we n ee ſee. 
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All the land- rents, therefore; of the nobles are erempted from the 
taille, and are only affected by vingriemes and dixiemes; but when 
they cultivate their o.] lands, their privilege of 'exemprion' from 
the taille is confined to as much as four ploughs can labour; and 
this farming muſt be carried on by menial ſervants, unmarried, in 
order to prevent ſuch proprietors from defrauding the tax, by really 
letting their lands under pretext of holding them in farm. * 

This exemption, as to their land-rents, is more apparent, how- 
ever, than real. It is not the land of the nobles, but the rent paid out 
of them which is exempted from the taille; conſequently, by impof-- 
ing an exorbitant taille upon the leſſee, very little remains for the 
land-rent; and this tax being laid upon a ſet of people who are 
loaded with many others, is in the end more burdenſome to the 
proprietor, than if he paid it himſelf. But a change in this policy 
is impracticable. The gentlemen of France will probably never 
ſubmit to a taille; and although, by yielding up that point of deli- 
cacy, their rents might be raiſed in the end; yet as matters ſtand; 
they know they enjoy the rents they have, free of tax, and if once 
they were made to pay any part of them, they do not Know WHEe - 
ſuch payments might terminate. | | 

To avoid the infinite oppreſſion which reſults from the French 
principle of ſharing every man's profit as ſoon as he makes it, the 
Marechal de Vauban propoſed to aboliſh the taille, as it is paid at 
preſent, together with the capitation, induſtrie, and all the train of” 
cumulative taxes committed to the management of the Intendants; 
and to eſtabliſh in their room what he called a royal Tenth, mean- 
ing by this term, a proportion of all the fruits of the earth, ſimilar 
to what is eſtabliſhed in favour of the clergy. This he propoſed o 
lay on, according to the exigencies of the ſtate, from one twentieth 
part to one tenth upon every article of the groſs produce of land, 
over all France. This he imagined to be equal to one tenth of the 
land-rent. And the author af 'a book publiſhed under the title of 
the Reformateur, containing a new plan of raxition, in Weh there 
are ſome things worthy of obſervation, follows in this particulgyr the 
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a tax of this Fc de dd Mirror n eg iu 80 he is 
. Of all the taxes upon the income of land- property, the tithe is the 


worlt ; and it has undoubtedly been eſtabliſhed among men, before 
agricultuze or taxes were underſtood. Lands in all countries are of 
different qualities: ſome are proper for bearing rich crops of grain, 
others are indifferent ; ſome produce paſture, others forreſt; the re- 
venue of ſome conſiſts in wine, in mines, and in a thouſand different 
productions, which coſt, ſome more, ſome leſs expence to, culti- 
vate. The tithe takes without diſtinction a determinate proportion 
of the fruits, in which is comprehended the tithe of all the induſtry 
and expence beſtowed to bring them forward. As an example of 
this, let me ſuppoſe a field of corn, which cannot pay the pro- 
prietor above 4 of the grain it produces, many I know cannot pay 
above + but 1 me ſuppoſe it :: another may pay with eaſe ; 
another eyen + +5 the fields about Padoua pay :; graſs fields pay 
Rill more; and rich hay fields will pay in ſome places 2, and 
even! 12 · | 
How then. is it poſſible there ſhould be any equality in a tax | 
which carries off, without diſtinction, a certain proportion of the 
fruits, when thoſe fruits bear no determinate proportion at all to 
the expence of raiſing them ? But beſides the inequality of this tax 
among proprictors, I aſk how it is poſſible that any rent ſhould he 
determined for lands, which are ſubject to a variable tithe, ſome- 
times at , ſometimes at , of the produce? Let me eee 
the impoſſibility of ſuch a plan, by an example. | 
I ſuppole the Marechal's plan eſtabliſhed, and that the tithe 10 he, 
irgpoſed is to be deducted from the rent ſtipulated between maſter. 
and tenant. This was his intention: he has in many places declared, 
that all tithes were to. come out of the Jand-rcat, which indeed 
is the only fund upon which a laud-tax ought to be eſtabliſhed, 
And he has as often declared that he never intended this land-tax 
ſhould exceed one tenth of the rent, or two ſhillings in the pound. 
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1 tuppoſe a field? producing every year 1606 Viithels of grain, 
to be let: it is to pay a variable tithe, ſometimes of 100 buſhels, 
ſometimes of o, according to the exigencies of the ſtate. I far- 
ther ſuppoſe one third of the produce to be equal to what the farmer 
can pay the landlord for rent. And I ſuppoſe the rent to be paid 
in buſhels of grain. 9 3 > 

According to theſe ſuppoſitions, the rent muſt be 333 buſhels 
ſubject to the tithe. Suppoſe it to be laid on at , or 100 buſhels. 
Dedu& this from 333 4, remains to the proprietor 233.:. The tithe 
comes next year to ; this makes 50 of deduction, remains to 
him 283 :. 80 inſtead of 10 per cent. of his rent, he pays in the 
firſt caſe 30 per cent. and when at the loweſt, he pays 15 per cent. 
which is thrice as much as the Marechal propoſed to take. 

But how are maſters and tenants to reckon with one another? 
Lands are not let according to a determinate proportion of increaſe. 
Suppoſe an eftate in lands of different kinds, how is the tithe to 
be deducted then? Is the maſter to take the tenant's word both for 
the quantity and the value of every article he has paid as tithe, 
of every field, of every article in his poſſeſſion, even of the 
chickens in his yard? If on the other hand, this variable tithe is to 
be thrown upon the poſſeſſor, which, indeed, is the only poſſible 
ſuppoſition, which way are lands to be let, when we ſce that the 
difference of the impoſition, at different times, is no leſs than 
15 per cent. or three ſhillings in the pound? This, however, would 
be the only method for maſters and tenants to reckon. 

But let me ſuppole another proprietor to let a graſs field adjacent 
to that which bears grain, and that both were to be of an equal rent, 
ſuppoſing all tithes out of the way. The groſs produce of the grafs 
would be to the rent, little above the proportion of 4 to 3. Let us 
then call the groſs produce 1000, as in the other caſe, 5 of which 
would be 750, for the rent. One tenth of the whole taken from 
that would leave the rent at 650, or little above 13: per cent. W 
tion at the higheſt tithe, and 67 per cent. at the loweſt. 
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"Whit inequality, therefore] wotild not ſuch an impoſition- occa- 
ſion upon land- rents, aid what inextritable difficulties in letting of 
grounds? From what has been ſaid; without farther i inquiry, we 
may declare that no land- tax can poſſibly be raiſed, with any equa- 
lity, by a royal tithe; and the Marechal has never conſidered far. 
ther, than how the King could with certainty and eaſe to himſelf, 
appropriate a portion of the lands in his kingdom, leaving the pro- 
prietors and their tenants to ſettle accounts the beſt way they could. 
On the whole, nothing can make us approve of the Marechal's 
royal tithe, unleſs it be the preſent oppreſſion which proceeds from 
the method of levying the taille; by which it happens that in 
France few incline to acquire the full property of lands. | 

| Moſt of the great eſtates conſiſt of fee-farm rents. A man of three 

thouſand a year land eſtate, covers ſometimes with his nominal 
property ( dominium derettum,) a whole country of fifty pariſhes ;- but 
the real property (dominium utile) of this vaſt extent is ſubdivided 
into a number of ſmall fees, of which he is only lord paramount; 
and what remains is the property of the lower claſſes, who pay 
what is called Rentes Svignoriales, or noble rents, conſiſting in money 
and grain. Theſe rents can nowiſe be affected by any tithe im- 
poſed, becauſe they bear no proportion to the produce: and ſup- 
poſing they did, as in ſome provinces, where they are called qgriers, 
(which is the 5 or ſheaf paid to the lord) the tithe, inſtead of 
taking a tenth of the agrier, takes a tenth of the whole crop; con- 
ſequently, only one tenth of this ſixth or eighth ſheaf falls upon 
the lord; the tithe of all the reſt falls upon the poor proprietor or 
leſſee, who the more he is induſtrious is oppreſſed the more by this 
impoſition; becauſe it carries off the tenth of his expence and. 
labour, as well as of the farm which he rents. 

This is the tax which the Marechal de Vauban recommended to 
be raiſed univerſally over all the land- property of France, when the 
prhe was at the higheſt. To this the late reformer adheres ; but 
propoſes the twentieth: inſtead, of as en and after a nice calcu- 


lation 
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lation of the groſs produce of France, he eſtimates one 3 part 
of it to be worth about 95 millions of livres per annum. Hence 
I conclude, that the twentieth part of the income, or one ſhilling 
in the pound of all the revenue of ſolid property in France, fairly 
collected, would not much exceed one third of that ſum, or about 
30 millions, or 1 333 333 l. ſterling. This firſt part, therefore, of 
the Marechal's tithe, impoſed at e, would lay a tax equal to three 
ſhillings in the pound on the poor leſſees and vaſſals of the nobles, 
while, contrary to his expreſs intention, the whole fee · farm 
and noble rents of France, would eſcape taxation. From this we 
may conclude; that no tax upon land- rents can poſſibly be raiſed by 
way of tithe: as alſo that when it is taken in kind it is the moſt 
oppreſſive, the moſt unequal, and the moſt — to ans 
that ever vas contrived. 

The Marechal's principal motive for proofing. this — of 
taxation, was to avoid the difficulty of obliging the nobles to pay 
the taille. He found alſo, that there would be great eaſe in collecting 
this revenue for the King, without demanding money of the lower 
claſſes. The conſequence, however, would have been, either to 
ruin all leſſees, if they continued to pay che ſame rent for the lands 
as formerly; or to introduce the greateſt inequality imaginable 
among proprietors, if the tithe had been totally caſt upon their 
rents: but as to the method of ſettling accounts between maſier 
and tenant, in conſequence of this tithe, both the Marechal n 
re former are totally ſilent. 

The Marechal's Dixme royale, with alli its ONTO is a book * greas 
value, from two conſiderations. 

Ihe firſt, that he had all poſſible acceſs to come at has true — | 
of the nation. The ſecond, that he wrote with great impartiality, 
and with a ſincere deſire to ſerve the landed intereſt, without intend- 
ing to hurt that of the King his maſter. From this book, we have 
an opportunity of judging of his notions of taxation; and from the 
conſequences he himſelf points out, we ditcover- the miterable 

D ddd 2 ſtate 
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late of che common people in France, W ee 
is not much changed for the betten. 
The Marechal's ſeheme was to reduce the wholerevenue.of France: 


under four heads. 1 om lohnt Bert 


Ihe firſt, a general babe of all the San of die: cart, withour 
AiſtinRion, which we have already explained... . 

Ibe ſecond, a tithe upon e very income whatſoever, even — 
foes profits of labour, ſervants wages, employments, poſſeſſions, 
— trades of all denominations. ar” een 

The third, was a modification of che gabelle, or the 5 upon Gale. 

The fourth, which he calls the fixed revenue, was to be compoſed ' 
of the domain, and ſeveral other branches of taxes which he owing 


ts ſubſiſt, judging them, ſuppoſe, not hurtful to the ſtate. 


I ſhall now ſhew wherein the Marechal's plan of taxation is 3 
trary to principles, anch leave the reader to make his concluſions. 


Firſt, he has declared in many places, that his intention was only 


to impoſe a tax upon the income of land, which he underſtands to 
be that part which remains after the deduction of all expences of 


cultivation &c. in other words, what every one underſtands. by 


land- rent, and which, no doubt, is the only proper object of tax- 
ation: but in order to impoſe upon this part his royal dixme. when 
at the real / tenth, he takes the tenth part of the whole produce, in- 
ſtead of the tenth part of what goes for the rent; and, as far as I 
have been able to diſcover, he never perceives that there is a 
greateſt difference between theſe two quantities. 

he ſecond article was the tithe of every income, not wales 
of the fruits of the earth. 


Where an income ariſes from a wand of property which! Pod 


render it determinate, I ſhall form no objection. to a tithe or two 
ſhillings in the pound upon it. But when he comes to tax law- 
vers, attorneys, phyſicians, &cc. according to the value of their 
emoluments, .I own I cannot find a poſſibility of preventing abuſe. 
in the collection, or inequality in the impoſition of the tax. 


Sd : : [ y ' 
4 : * . . * 29 30 " 
e 5 1 wt # 4 7 1299 4 £ = A * 
- 2 xy i „% 4 3 * wi 4 3 23 o " 
P „ 
8 n a 
8 * 


EronTXI, 1.0 PEOVUL FEOALTOE CON. 47 


The Marcchat's'iprineipal-p6mit itt View wits Ugreeable tot 
ſtanding maxim in France, to mae every bne contribute according 


to his income. Very right, ſo far as it is poſſible, without imply- 


ing much greater inconveniences than what can be compenſated by 
this imaginary equality. I call ir imaginary; becauſe in the exe- 
eution it will be found, that no body will really pay what they 
ought, except thoſe whoſe income cannot be concealed. Whenever 
any part can be hid, there muſt, in my opinion; reſult a great ine- 
quality, and great oppreſſion, in endeavduring to aſcertain it. 
A ſhort obſervation will ſuffice to give a view of his notions with 
regard to merchants and trade in general. His intention was to 
be very indulgent to this claſs of inhabitants; and he feels all the 
advantages of trade. He propoſes, however, to proſcribe all notes of 
Hand payable to bearer, as it is a method of concealing wealth and 
exacting intereſt for money; which he ſuppoſes to be contrary to 
feripture. Trade would: be "Mt 2 on with the Marechal's 
reſtrictions. . 
When he comes to the lower claſſes, which 10 DOS to com- 
yitetiona one half of the people, to wit, all tradeſmen, manufac- 
turers, and day-labourers, their wives and children; he takes the 
example of a weaver, as x middle term, to judge of the gains of 
che tradeſmen and manufacturers. He ſuppoſes this weaver to 
have a wife and family, to work 180 days only (becauſe of the 
many holidays, as well as accidental avocations) at 10% d. ſterling 
a day. This makes his year's labour worth 77; 175. 5d. ſterling. 
Of this he takes 105. 1044. for the greateſt tithe. Beſides this, he 
exacts of him for his ſalt-tax, for four perſons in his family, 12 5. 94. 
So that this man, whoſe whole labour is only worth 7 J. 17. 5 d. ſter- 
ling, is to pay 1. 3s. 74>: of cumulative taxes out of it, which is 
above! of the whole fund of his poor ſubſiſtence : after which he 
adds, This, in my opinion, is-a tax high enough for a weaver, 
who has only his two hands to gain his bread with, and who has 
houſe rent, meat and clothes to provide for a family, who fre · 
«quently can gain very little for themſelves.” To this I muſt agree: 
L ſhall 
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1 mall give one ſpecimen more of what the Marechal conſi- 
dered as an eaſe procured to day-labourers, in their — 
which relief, however, they have not hitherto obtained. 

Theſe he alſo ſuppoſes to work 180 days in the year, at not gait 
8d. ſterling. He values his year's labour at 61, 105. 64, ſterling, 
and here is the employment of this ſum — to the 
las, 

He is to pay for ume of his indufrie - 4 © 8 B: 

For his ſalt- tak - e o 129 
For five Engliſh quarters of rye = - - 4 7 19 

For clothes to the family, utenſils, and repairs +- 1 1 115 


Jn TN 


6 10 6 


I have been the more once upon this part of the ho hes 
cauſe it gives us a notion of what the Marechal thought a moderate 
eaſy tax laid upon 8 000 000 of inhabitants, to wit, 2 000.000 men 
and 6 oo o women and children, according to his calculation. 

I come next to the tax he propoſed to lay upon ſalt, of which 
mention has been made. 

This tax is of the nature of an exciſe, and is called the gabelle, 
which we have explained already in a note; and the objections to 
it, as the Marechal has propoſed them, are no leſs than n 
material ones. 

Firſt, the proportion of the duty is far too great, conſidering * 
value of the commodity. The ſecond is, that being impoſed upon 
an article of ſubſiſtence, it operates immediately on the price of the 
ſalt, and only conſequentially on the price of labour. This is no 
great objection, were the proportion moderate; becauſe inſenſibly 
the price of labour would riſe, were the tax generally and exactly 
levied in proportion to the conſumption: but this was not the caſe; 
and this circumſtance opens the laſt objection, and the greateſt of 
all, to wit, chat the tax, proportional in its nature, is rendred cumu- 
ative, by being raiſed at the end of the year, in order to oblige 
every one to conſume the ſalt required. 

Now 
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Now by this mode of levying the tax it loſes. every advantage, 
and becomes an addition to the tithe laid upon the induſtry of the 
conſumer. If every man in England were to be rated at the end of 
the year, in proportion to the exciſe of as much beer as he may rea- 
ſonably be ſuppoſed to conſume, would that be an exciſe? certain 


by not. It would be a poll- tax to all intents and purpoſes, which no 


man could draw back. 

I have little or nothing to object to the fourth article of the Mare- 
chal's plan. He propoſed no eſſential change, either as to the im- 
poſition, or method of levying the taxes which common! it, The 
principal heads of them are, 

Imo, The royal domain, or the king's landed eſtate, mm with 


all caſualties attached to royalty, or feudal ſuperiority ; 1 | 


duties, and the cautrole of public acts by notaries. 

'240, The cuſtoms upon importation and exportation. | 

3tio, Certain taxes of the purely proportional kind; among bd 
was one upon tobacco, and one upon liquors drank in public houſes 
in the country. Here entire liberty is left to the conſumers; and 
the taxes are principally calculated to affect, or, as he calls it, to 
puniſh luxury, intemperance, and vanity. With this view, he 
wittily propoſes an impoſition upon large and ridiculous wigs, 
at that time much in faſhion, and upon ſeveral other 2. of 
| CORINNE: (1 

This is a ſhort ſketch of the Marechal's ſyſtem of royal heb con- 
fidered as to the principles only, upon which the ſeveral taxes 
were intended to be impoſed. The treatiſe contains ſeveral ad- 
mirable things; eſpecially with regard to recapitulations of inhabi- 
tants, lands; houſes, animals, &c. highly deſerving the attention 
of the ſtateſman, who intends to execute any 5 for national 
ev, EDEN 
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When the riche | is | underſtood to mean . e 
FR. | "NY wa EE 4 


11 The tithe of 3 KK 6Go ooo ooo 
II. The tithe of all revenue rand induſtry - _- 15422500 
III. The falt-tax at eighteen livres the minot * - 23 400000 
IV. The fixed revenue - - - 18000000 


LA 2 „— 


Total of che four articles, when at the loweſt taxation 116 822 500 


when the tithe is underſtood to mean the tenth part 
of the fruits, the two firſt articles are juſt double of 

what they are ſtated at above, viz. — _ 150845000 
The falt-tax at thirty livres the minot - _ 39 oo 0 
The fixt * never changes, and ſtands always at 18 ©QO © 


Total of the four articles, when at the higheſt tatation 207 07 845 90 oo 


T7331 

In impoſing this tax upon the fruits, he allowed no exemp- 
tions, not even in favours of the princes of the blood: for this he 
gave an excellent reaſon. Tithes, ſaid he, were the ancient patri- 
mony of kings. The Roman emperors and kings of France en- 
joyed them. From thoſe duties no noble was exempted. This appears 


from the eccleſiaſtical tithe, which, he alledged, to be nothing but, 
the royal patrimony, alienated in favour of the church; conſer 


The mint is a meaſure of capacity equal to three Paris buſhels, or the fourth 
part of a ſeptier ; Which is about one half of an Engliſh quarter. This makes the 
minet to be about an Engliſh buſhel. The Marechal propoſed that this quantity, 
when at the loweſt price, ſhould be fold for 18 livres, or 1.4. 6.5. 1 44. ſterling s 
and when at the higheſt, at 30 livres, 2 J. 3.5. 64 d. from which we may judge uf 
the exorbitancy of the gabelle, even aft:r all the diminution be thought proper ta. 
make upon it. The French money mentioned in the Marechal's Dixieme royale, is 
here converted into 524 fl. ſterling, for the French crown of three livres : becauſe | (4 
the ſilver coin in France, at the time he wrote, was 30 livres 10 ſols the mare Hud, 


ebay. 1. » WLEy Wei 16 ſols. 
quently, 
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quently, there is nothing derogatory i in paying the tithe, although 
nothing be more ſo than paying the taille. 80 great is the diffe- 
rence between terms, when the ideas of n are n. 
ep een! 


CHAP, XII. 
Miſcellaneous Queſtions relating to Taxes. 


HE ſubjects of credit, debts, and taxes, have been ſo exten- 
ſively treated of in the two laſt books, that I hope no queſ- 
tion I now can propoſe will ſerve for any purpoſe, but to ſuggeſt 
the ſolution of it, ſo far as it comes under the principles we have 
been deducing. 
Quesr. 1. What is the moſt proper method for impoſing a land 
tax ? > 


I anſwer, that according to equity and juſtice, all impoſitiong 


whatſoever ought to fall equally and proportionally on every one, 


according to his ſuperfluity ; but in land-taxes this. equality i is not” 
ſo eſſential as in moſt others. The great hurt ariſing from in- 4 
equality in taxation proceeds from the inequality occaſioned thereby 


in the competition between the claſſes of the induſtrious. - When 


the ſame tax affects people of the ſame claſs differently, thoſe wo | 
bear the heavieſt load gain leſs, though their induſtry be equal. 


But in land-taxes the caſe is different: the tax there only dimi- 
niſhes an income already made, and in fact diminiſhes the value of 
the property; ſo that were land- taxes made perpetual deductions, 
the whole loſs of the tax would fall at once upon the actual poſ- 
ſeſſors at the time it is impoſed. Every ſubſequent purchaſer, by 
deducting the land · tax out of the rent, would calculate the value 

VOL. u. eee of 
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of 'the'remainder only and the conſequence of the tax would be, 
virtually, to transfer à part of che land-property to therſtate;] (i 
- The conſequences of ſuchꝭ # change upon property may product 
a variety of ne combinations. The ſtate may then ſelb this p 
tion of their property; they may with thie price received pay off 
part of Abeir debts 3 ; Bx may , certain  Giltrichs of the 


aboliſh taxes, which would then in a great meaſure affect hier 
{elves only, and eſtabliſh manufactures: for foreign exportation. 
Although an abſolute equality in this tax is not ſo very requiſite, 
{till the inequality ought to be aſcertamed, and every income in- 
' teaded to be affected by the tax ſhould be.ſpecified in one way or 
other. For this purpoſe, the beſt method ſeems to be, to make the 
regulation of any one year a rule for the ſubſequent years, until it 
be judged proper to make a new general valuation of every part. 
This is a conſequence of what has been ſaid: a fluctuating annual 
valuation, which is the caſe in France, produces numberleſs in- 
conveniences; and upon the whole; they are far greater” n 
thoſe which it is intended to avoid. 

I agree that the fame land may be worth more one year than 
another; but it is impoſſible by a ſluctuating valuation to aſcertain- 

that difference over a whole country, to the ſatisfaction of very 
one; and although, by fixing it at one rate upon every poſſeſfion, 
rl oakef6s” Haul take place, yet fixing it from riſing in propor- 
tion to improvement, will prove an encouragement to induſtry, 
which will greatly overbalance ſuch an inequality. Every one 
then will be in the way of acquiring an addition to his income, 
free of land tax; and if this be thought too great an encourage- 
ment to improvement, let the regulation be only ſixed for a deter- 
minate time; ſuppoſe a century. This is no more than giving 
every one x leaſe as it were of thei r land- tax for a hundred years; 
and experience ſhews, that Mchout granting dong leaſes i 110 is imm. 
poſkible that lands ſhould ever be improved. 


+» 
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Mere innovations practicable, according as right reaſon and 
plain principles direct, it is very certain that a land- tax might be 
impaled in a better way chan I have here fuggeſled. But to what 
purpaſe would it be to lay down ſchemes. beyond the power of exe- 
idm when the principles already deduced ſo RON them 
gut? o eit. Ty 1 
„urs v. 2. Which is the L as, 
or by the management of commiſſioners appointed by the ftate ! 
The beſt, way to anſwer this queſtion, is to ſhew the inconveni · 
ences and advantages of both, The arguments againſt farming are, 
Imo, The great fortunes made by the farmers occaſion jealouſy, 
and expoſe to the eyes of the people a ſet of men who are become 
rich at their expence ; hence envy ariſes, and hatred againſt go. 
vernment. 

34do, In years of ſcarcizy, war, ar public calamity, JeduQions of 
the rent, or annual ſums paid by the farmers, are demanded, and 
can hardly be refuſed, and the farmers always overvalus their 25 
here therefore is an unequal bargain: Wai my. gain, the 


ſtate may loſe. MYR AW.” 2 
tio, The people pay leſs willingiy to the: farmers chan 10 the 
King; magiſtrates in general ſupport the raiſing of duties with 
— O I and ſeverities upon delinquents are leſs eaſily 
irrt: 1e bag 30 
Theſe inconveniences are avoided in the management. There 
men of the beſt abilities may be entruſted with that employment: 
experience ſhews that many branches of taxation have been car- 
ried to great perfection under management, and men of probity 
and capacity will act with as great zeal for the 0 as for them- 
ſelves. | 
The principal arguments for farming. are; the advantage of 
having à fixed and certain reyenue to depend on at regular terms ; 
that the farmers. a& with more zeal for, themſelves, and with 
greater impartiality in employing under-officers, as well as: more 
i. and therefore can afford to give a higher rent, with eon- 
Le ee 2 ſiderable 
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pderable profit to themielyes. chan canbe made eſſecttal under the 
beſt management beſides, euery one judges himſelf capable to 
adminiſter the King's affairs, becauſe he finds) profit in it:; but 
people think twice before they undertake to be farmers of à reve; - 
nue they do not well undenſtand. g ni. od to Eaoitivibdeit Tet 

In the adminiſtration of taxes, it ought to be the object of u 
Selman amemion and care to profit of every advantage attend- 
ing the different modes of levying them. It is not ſufficient to in- 
quire into the general conſequences of the two modes of admini- 
tration, the management and the farming of taxes: thoſe of the 
cumulative kind eſpecially, affecting the lower claſſes, would be 
very im proper objects of a farm; berauſe it would be in a manner 
delivering wer che e, 2 people to the en tax · 
gatherers. > DIGON eiomist 311 1. nn 9d Tra? 
On the other: 6 my iii taxes is not 
liable to fo many inconveniences,. The farmers there are princis 
pally employed in watching over thoſe who advance the taxes, and 
who are themſelvos, as 12 in _ CE. 
over the people 

. When therefore. — permit, „ie . 
che fabrication .of exciſeable goods to be incorporated with the 
farm, chis of all, others is the beſt method of levying taxes. 
Examples of this are familiar almoſt every where. The farmers 
of che ſalt and of the tohaceo in France are in this ſituation. In 
retailing thoſe commodities, they collect the price they pay for the 
compoſition; that is, for the farm of chem. It is not the ſame of 
the aids in France. There the farmer ſuperintends the imme- 
diate tax- gatherer, te wit, che retailer of ſpirituous liquors, or 
of other things ſubject. to che tax. The circumſcribing the num- 
ber of places where exciſeable commodities are fabricated, and the 
ſhutting them up within incloſures, would greatly facilitate the 
levying of all exciſes, whether by farm or by management. 

In order therefore to decide whether the preference ought to be 
given to che management © or to the farm, circumſtances are ta be 


9 weighed. 


/ 
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weighed; When a taw is hew er Ras beef H managed, or Hias 


fallen; yrithourany viſible cauſe; Below whats formerly produced, 


ort ought to have done; when the ameumt is uk], By being 
of / an extenſive collection: in ſuch caſes ſhort farms, and even ſend 
ral ſubdiviſions of them in a country, may de of uſe. But hen 4 
tar ãs well underſtood: and a good plan of levying it laid down it 
may be well raiſed, and perhaps better improved, under à ma. 
nagement; as alſo, when it is of a nature to be eaſily underſtood: 
and When the very exerciſe of e it — * che frauds 


poſſible to be committed. 308 2091! ub COME 

Davenant, who well underſtood” ild-queſtion, in his — 
upon revenues, recommends farms which are not abſolute, but l. 
nited, as the beſt. By limited, ke underſtands; tliat the farm ſhould 


firſt be given for a fixed ſum; that the farmers ſhould carry on a 
open adminiſtration; liable to the government's inſpection in every 


particular; that in caſe the profits of the furm ſhould exceed the 


rent ſtipulated, a certain ſum ſſiould he aſtertained for the 
of management, and the ſurplus ſhould belong to the King? allow“ 
ing a certain poundage to the farmers to animate theit diligence d. 


- He very juſtly obſerves, that a tax; when farmed. im order to 


be improved, will naturally draw, at firſt} a leſs rent than the ſtint 


liquidated as a free proſit by the former management; becauſethe 
farmers will be willing to ſecure to themſelves a good profit and 


next, .becaufe they will be obliged to make a conſiflerable advance; 
as a ſecurity for fulfilling their engagement, which muſt alſd be 


eonſidered as a deduction out of the produce of the tag. 
All the advantage therefore in farming muſt be looked for after 
che expiration of the leafe 3 for which reafon, the ſhorter the teriit 
is, the better: three years, PRI ene enen — 
land, in Davenant's\rime; 0 0 IT 
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ciency-is well beſtowed, if government can but diſrover the diſ- 
ferent ways Which: maybe: fallen upon to defraud the tax, and 
form a good judgment hewifar the amount of it may go in time, 
when the management ãs brought to perfection, As long therefore 
as a management continues to improve à tax newly laid on, 1 
ſhould not think of farming it: but when, either from the extent 
of the impoſition, or the nature of it, frauds begin to multiply. 
and management begins to become more and more difficult, then 
is the time immediately to put it into farm, either for different 
diſtricts of a country, or in ſub- farms. If this be delayed, frauds 
will daily increaſe; and the difficuky of preventing them will carry 
government to the expedient of impoſing penalties, ſevexe in pro- 
portion to the frequency of che crime Commiſſioners will conſtantly 
put theſe in execution with reluctance; the management will be: 
come ſlack; or if penalties are rigorouſly exacted, they will become 
a handle for oppreſſion ;; and even though juſtice be done, and 
none but delinquents be puniſhed, yet ſtill the people will be ill 
affected with the puniſhment of an action which in itſelf they are 
too apt not to conſider as a crime: whereas in farming, frauds will 
be prevented by vigilance more than by fear of puniſhment ; and 
this is by far the better expedient. Thus inſtead of feuds daily 
increaſing, they will daily diminiſh, and the tax 6 — 
vearly. 0 210 
Here Davenant well obſerves, that nothing but 2 * can qt 
2. create perfect e order; but in all human affairs it muſt be the wwark of . 
and the reſult of much. labour and application. Low 
One good reaſon for managing a tax before it be farmed, By to ; 
learn the nature of it, and of the frauds it is liable to. When, 
theſe are not rightly known, the farmer can more eaſily ſurprize 
the government, and obtain from it new regulations, under the 
pretext of preventing frauds z which, regulations ad may abuſc, 
and turn to other purpoſes, than thoſe intended, * 

Davenant has a very good remark, p. 154. That. a new tax, im- 
poſed upon conſumption, and ill levied, equally raiſes * price 
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upon the confutnors, and the wwhicte profit centers in che hands of 
thoſe who fetail; That when an old excife becomes ill levied, he 
profit is div ide between the inferior officers (who collect it) and the 
retailers. The reaſofl is, that à branch whict' is welt underſtood, 
is not ſo Hable to frauds as to be This fhe ws that in every 
eaſe; fuck a duty ſhould never be impoſed without exerting every 
efidenvonr to have it rightly collected. The ſtate ſhould alſo keep 
a watchful eye upon the augmentations made in the price of exciſe- 
able commodities, in order to keep the augmentation juſtly pro- 
portioned to the duty: If this be neglected, the overcharge hurts 
confunyption, diminifhes the produce of che tax, and enriches the 
retailers only. Here comperition is neceſſary to be introduced: the 
public may even erect a manufacture which may regulate prices, 
and fo ſoon as tliey are properly — . price may. 
be fixed by an aſſize. 4 v1 
An ill levied impoſition is attended with this additional inconve- 
nience, that it eſtabliſhes inequality among the induſtrious of the- 
ſame claſs ; conſequently, an unequal competition. This happens 
when particular officers are diligent and exact in doing their duty; 
while others are remiſs The profits of retailers are high in propor- 
tion to the negligence of che officers of the revenue; and their extra- 
ordinary profits, enable them to underſell and to ruin thoſe wh 
are exactly looked after: the conſequence of this is, to diminiſh. 
the number of retailers; to introduce hurtful monopolies ; and in 
general, to hurt the whole branch of the manufacture. All remiſſ- 
neſs, therefore, in collecting an exciſe; draws along with it a pre- | 
judice to the Prince and his people: and the relative profit, which 
balances this loſs, falls into the pockets of the fraudulent manu- 
facturer, and the corrupt and neghgent collector. This is not all: 
the deficiency muſt be made up in another way; for taxes muſt 
produce the ſums wanted. Thus the remiſſneſs in collection oeca- 
ſions a ne additional burden to be kid on the people. 
Quxsr. 3. What is meant by inc, when applied to individuals, 
and to a tate, and what is the nature of tlic 'expente which muſt 


diminiſh it, when it is conſidered as the object of taxation ? bs 
: le 


% AN INQUIRY INT 0-THE PRINCIPLES Soe. 
what is really an expei,ce to one is the income of the other: ſo 
that without applying our reaſoning to every particular fact, no 
general explanation can be rendred intelligible. My reaſon for pro- 
poling it in this place, is, chat in commenting upon ſome paſſages 
of Davenant, in his diſcourſes upon the revenues of England, 1 
May Rave —— of AY ſome things which have 
been already examined. „ ede, 
Davenant was an 2dmitable 1 writer; be had a remarkable genius 
for potirical theory, and his ſentiments upon many things are very 
ally adopted. My intention here is not to refute opinions, 
n to avail myſelf * his combinations, in order Ane my 
on ideas. e 
m his firſt diſcourſe upon revenues, we find the ee 


wy 


1 + Ha 


"4 The: number of be people leads us to e * the yearly 
«je may be-from land, and what from mines, houſes, and 
omeſteads, Tiyers, lakes, meers, s, and what from trade, 

labour, induſtry, arts and ſciences: for where a nation contains 
« ſo many acres of arable land, fo many of paſture and meadow, 
« ſuch a quantity of wood and coppices, forreſts, parks and com- 
« mons, heaths, moors, mountains, roads, ways, and barren and 
« waſte land; and where the different value of this is computed, 
y proper mediums, it is rational to conclude, that ſuch a part of 
the people's expence is maintained from land, &c. and ſuch a 
part from mines, houſes, &c, and that ſuch a part is maintained 
from trade, labour, &c. and the poor exceeding ſo much: t 
rich in numbers, the common people are the proper medium b 
« which we may judge of this expence. 


« There is a certain ſum requiſte to every one for food, raiment, 
and other neceſſaries i as for example, between 7 and BJ. per 
annum; but ſome expending leſs, and ſome more, it may not be 
« improper to compute, that the maſs, of mankind, in England, 
8 one with another, near 8 J. per annum: from whence it 
« may 
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% may de concluded, that an ne ige of Jo.many. millzans, is nced- 
ful for tha nouriſhment of ſuch and ſuch a number of people. 
the reaſoning here takes a rung turn. It is of no conſequence 
to compute the value of things conſumed without alienation. It as 
of; no uſe to know: that the value of che phyſical · neceſſary pf an 
Engliſhman is 8 l a year becauſe if this ſum is ſuppoſed to be 
an. exact quantity of income, not one farthing of tax can be im: 
poſed upon it. So, that impoſing, for example, g per cent. upon this 
article would only be raifing the phyſical· neceſſary to 8 l 8 l. Which 
8 muſt be paid, not by che phyſical-· neceſſarian, but hi ſome body 
having ſuperfluity, who employs him; and if there, was not ſuper- 
Byiry, gnough in England to apfwer.to 8, a head, duch tax could 


not be levied. 
He afterwards ſuppoſes that the income of this claſs may amount 
to: about twenty millions a year, which at 8“ each, anſwers to two 
millions and a half of people. He ſtates the income of lands atfour- 
teen millions, and the income of trade at ten millions; in all at 
fori four millions a year: and Rente he conclüdes, that taten 
ought ts be impoſed in fore propottion 16 this total, teme 
Vor if he ſu ppoſes che firſt article of rel Anon! arffing 
from the income of thoſe who' are employed in arts and mitlufac: 
-_ accyrding to the former calculation of 8 J. a head,” tb be as 
dy : 4 Hund for taxation as the land- rents, we mut Fele 
| inciples We bave ben whether the re be any gro 
win k ſuppoſition. "7 rent rs 
Let me ſuppoſe « one of this et claſs to Work a whble' day for 
15 victuals only. Here is an alienation of work for food. It is im- 
poſſible, howerer, to Taiſe à tax in money upon this alic nation; 
ecauſe it may eaſily be ſu} ppofel that | neither party has: . fattfiing. 
The only method therefore, | in Rich a caſe, to unpole a a tax, would 
be, Either to oblige the Workman to ſet apärt à portion of his day's 
Work for one Wi woulT'pay the public fot che value of ir. or to 
Bblige che perſon HO gi bit his" fd, to pay the public for 
Me privilege of employing Kim" in Nis ſervice.” The one anftthe 
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himſelf; therefore a part of it may 12 a pl rats the Public, 


But tl the bread he receives is in 1 no part ſuperſtuous, and therefore 
cannot. be laid under tatatien & as to him. But chen the bread :; ven 
for the labour i is fuperfluous to the perſon who gives it; and as 
imphes that he has a fupert iy of bread, the ftar e may dean 
thare of ſyperltutry. _ 5 5 ne 
By th t 18 expoſition of the matter it appears, chat in order to taf 
3 tax, 0 W way, it be done, ſome kind of ſuperffutry 
be ſuppoſi 155 alſo 2 PY ts out how 1 it ſhould be laid { on: N by 
making ee jean t, a part of the bread Would be taken 
from th e Workma n, inſt inſtead of being taken from the. man who employ 
him, the tax would affect che phyſical-necelfary of the labourer, in 


ſtead of affecting the ſuperfluity of the employer... 1 A 

Let us next ſuppoſe a workman able t to do no more than w at, js 
requiſite to dig the ground for roots to eat, inſtead of digging it | 
procure bread from a man who has bread to ſpare ; ill there wi 
he no, alienation z, conſequently, no poſlibility of eſtabliſhing 
Hiffor if vou either take a part of his labour, or of his CONE 2p 
deprixe 1 une of his phylical-neceſlary. Yet the work of this 
man, and his food, may be valued at ſo much money; aud! zus 
may enter, in one ſenſe, into Davenant's general article of intome 
3, EXPENCE 3, but it does 1 not follow that any. tax can b be raiſed upd 
duch an! income. "xj | Ws . 

o eſlimate, t] ere fore, ite total value, i in any nation, of what is 

"the object of taxation, we muſt go another way to work. The firſt 
article muſt be the anxual income of all, funds. B funds, here, 7 under- 
ſtand t the capital wealth alrea ly mad e, in oppoſition to the produce 
of Induſtry, which may | be confi nſidered a: as the materials of whic 


ſuch funds are compoſed. The fund therefore is the : accu im iat n 
, of ſavings, which, not having been ſpent by the idultrisue form 


a capital 
3 


6 


co 3. NR Sf ANT ff 
a _cayital of a nature to produj 
jo any A 0 i wie f e Na dee 
of 1 money, emoluments of offices, axies,, even. wages of ſervants, 
every fixed income, I range i in this firſt article, whick Lean 
income, produced from LS capital already formed, Lüner ren 
een YINLTUDL ſt 31 1O Cf 7 ct; ttm 
1 may be laid under taxation by a pountrate, or dnt 
and forms that kind of tax which. I call cumulative and arbitrary; 
bone a man who has any ſore of viſible revenye, comes undef 
this general | rate, let him have ever ſo many neceſſary deduckkon 
out cot it, ever ſo many debts and incumbrances. From ſuch cireif 
ces, cumulative taxes frequently turn out extremely burddataie. 
_ The ſecond object of taxation is upon alienations made for mo 
ney. Wnenever we come to diſpoſe of money in the purchiſe 6F 
any thing, the ſtate has an opportunity of Exattinig'a part of it 4s 
tax; but while it remains hid, it Gn neithüt be come at, or tai 
under contribution, without extortion br violence.” IOW 281.3013 wv 
All branches of expence may be 1d Water abit y end 
which I call proportional taxes ; becaufe 4 man is fever fubjected to 
put in proportion to his erpence; and dis RI 
ly to proceed from his income. N +213 e 1 


in 
OEl 


fly taxed. In france, indeed, e Wer eser at 
and are conſidered as an income. such an im portion is not well 
judged; becauſe there the materials for making the fund ate tarell 
as if they were the income of a fund already made. It is only = 
_ out of the ie prod upon trade, placed ſo as to N 


re 


 Guſtoms are improperly called taxes upon trade. If at impoſed 
| they P wrade, or render it lets bon by dis en the de- 
mand; IT the . to 24 ; bur th oh: g from the pro- 

* an already made. 5101 11210150 _ — e þ 8. £1 N $130! 
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oc trading nation; the: greatibranches.of comunence: produces; 
_ cexmain.determinate;profit; fubjeft, Lallow; tor augmentations ond 
diminutions, from accidents, and,cixcumſtancesimpoſlible, to h 
foreſeen: and the cuſtoms impaſed / upon exportation and impotta- 
tion differ from exciſes 1 ae ene ahenr than 
in any: thing elſe! U OfT 211 971 5J11$390 OSZ Of 19hnmw big! 

Davenant, in my opinion would have given a better ĩdea of the! 
fum Rich taxes might have been ſuppoſed capable: of producing 
in England, had he examined the amount of all che branches of xeve+/ 
nue, and of all the ſpecies of ſale, than in the manner he has dong 
Theſe two points known, it would be expedient next. to/inquine in 
what manner the ſeverab articles could be made ſuhject to either 

cumulative, or proportional taraaoee s. 4 

Imuſt now take notice of — itn of Davenant;-where 
he explains himſelf upon the queſtion before: us: it is in his: fifth 


diſcourſe upon revenues, where he ſays, Ao 71999 
 * By annual income, we mean che whole that arifes in any 


country from land! and its product, from foreign trade, and do- 
meſtic buſineſs, as arts, manufactures, &c. and by annual 
expence we underſtand what is. -zeceffty. eonſumed to cloath and 
feed the people, or what is neceſſary for their defence: in time of 
« war, or for their ornament in time of peace: and where, the 
annual income exceeds the expence there is ſuperlucration axiſing 
* which may he called wealth or national. ſtock. ii nglenat gi x6: 
The revenue of à government is part of this annual income, 
«as likewiſe a. part of its expence, and where it bears too large a. 
proportion with the whole, as in France, the common people 
e muſt be miſerable; and burdened with heavy nn „ tna 
I muſt comment a liitle upon. this paſſage. 3 basl 

I have no objection to, this expoſition. of the mt h * wean are. 
intelligible and clear: but I object againſt the, application of his doc- 
binn taxes; becauſe it would lead to erxor. ere are my neaſons: 
imo, Income is called the vchole of the earth's productions: this 


10 may admit to be juſt, except when, we conſider income as an h- 
** 6 ject 


bf 
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ject uf raration / c if reninithefimetefinition as exprefube 
income of one for example who labburs the ſoil for his ownfub- 
fiſtence, as well as of 'ariother-wholabours it asd trade, the dif. 
ferenoe in paying their taxes out of it will be very great. He -nlR. 
draws nothing from the ground but his! phyſieak neceſſary, can be- 
laid under no taxation; becauſe he has no ſuperfluity. And ifche 
be obliged either to give a part of his crop in tax, or to ſoll any 
part of it for money io be paid to the public, this diminiſhes his 
phyſical-neceſſary, and forces him to ſtarves whereas, the other 
who exerciſes labour as a trade, may be obliged to pay a. part of his 
ſurplus by way of tax or rent þ AP AA ei pd way 
remain-untouched.. - Hs 4444] 3&1 3&11W 
It is for this reaſon, that in ad N 3 
at the-Zzreateft pains to point out, that nothing can be the object of 
taxation, except what is over: — — of 
every ONC. JT 1 [2 1 
An all countries W 3 ee eee 
name it goes, is eſtabliſned, care muſt be taken to prevent the 
luſbandmen- from confining their labour to ſuch a ſmall ſpot of 
ground as is barely ſufficient to produce their. own phyſical-neceC- 
fury, unleſs when they have a trade to aſſt __ in Paying png 
the public demands of then. 
From this cireumſtance, and this only, it eee FUE etna 
tax in England is ſo little barderiſome; comparatively to what it' is 
in many nations of Europe. Lands in England are let in large pou. 
rions: no body will let a farm ſo ſmall-as to be proportioned to the 
ſupplying of the mere phyſical wants of the farmer. But in other 
countries, where the economy is different ;/' where inheritances/in 
land are conſtantly divided, as moveables, among all the children; 
the lots become ſo-fmall, that the proprietor can dra no more 
from them than his on ſubſiſtence : and then when a land- tax is 
impoſed, this poor little portion being valued in proportion to what 
it can produce,” as well as the greateſt eſtate in land, the huſband- 
man is ſtarved, although tlie tax demanded of him be laid on in 
hb nl the- * 
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— ' mone un. 
der a cærtain extent orvalueihonid:/beduffered tobe divide among 
the children; hut ordered to be ſold, and the price divided among 
them; and that the ſame regulation ſnould be obſerved upem the 
death of ſuch proprietors whoſe lands are not ſufficient to-produce 
three times the phyſica-neceſſary of the labourers. This would 
engage a people to exereiſe ægriculture as a trade, and to give over 
that trifling hufbandry which produces no ſurplus, and which in- 
volves ſo many poor people in the oppreſſion of land- mes. This 
plan can never be recommended as a plan to be ereeuted all at 
once: it muſt be done by degrees, and in proportion to the pro- 
greſs of induſtry. The principle is ſo evident, that I never 1 
any one who did not immediately agree to the juſtneſs of my ob- 
ſervation ; AR in mne 1 I have — of 
it attended to v. et ni tr 
Here then is * * of * ir 8 us in . 
difficulties; which might otherwiſe be judged unfurmountable:. 
{\+2d0, I farther obſerve, that it is a more hurtful error ſtill to miſ- 
take the produce of induſtry for the taxable income ariſing from 
it than to miſtake the groſs produce of land for the rent: becauſe 
the proſits upon induſtry bear a ſmaller proportion to its pr Auce, 
than the rents of lands do to their full fruits. 
The ſbeſt method of raiſmg money upon the lower claſſes of; the 
induſtrious, is rightly to lay their conſumption. under proportional 
taxes, Which they may eaſily draw. — Nerauße den will rate 
the price of their work preportionally. .. lun frrogorg 
From this we may conclude, contrary. ay — common epinion, 
ow the teſt of well impoſed; taxes [is40,raile, prices in 
When they are rightly impoſed, every one, who celle a C 
ome final artencidh is ple te the pꝰrer Tolt c landdcdde re i Raglan s H By 


the arinval' a fot a land. tax, no pot per fer! ſun lb be eee vhoſc 
eds, &c. are not Werth 209. Pr annum value. hicl 
Which 
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whickchas peda dal. will dit beck, abothes: hede.ipduſtzions 
or not. If he conſumes it, he cannot draw it bach. hut by xaiſing 
the prire of his work; which again chen cannot do, unlefs the tax 
be made fo general as to affect all his campetitors ; and unleſs, che 
confamption he has made be unavoidable:to; every ane of them. 
z When we reflect upon the large quantities of eaciſeable goods 
chich ure conſumedl as ſuperfluities, we muſt conclude that che 
rise o prices, daily complained of, — ES R-75 our man- 
nere tum from the tares we pay e „ene 19111 51d 
io The eꝝpence of a people is not 3 is een 
fiſt hom but wharthey confurne, either in fruit, or manufactures. 
Had indeed Davenant computed the value of chis neceſſary quan- 
tity, and deducted it from the income, according to his accepration 
of income, the remainder would have been a. tolerable: good re- 
peefentation of hat I mean by income; or taxable fund ; becauſe 
whatever a people conſume beyond the deere de w as a 
fuperfluity which may be laid under taxation. | 
4to, I muſt alſo differ from him in hs idea concerning fupen | 
Iierarion, wealth, or national ſtok . H; 919H - 
According to him, this is the I —— 
the following deductions: 1%, What is neceſſary to clothe and feed 
the people. 2, What is 'necefſary for their defence in time of 
Wär, 4nd ornament in time of peace. But according to my no- 
„ I muſt alſo deduct all dat is conſumed in ſuperfluities; for 
what is conſumed, whether neceſſarily or | fuperfluonſly, never can 
make an article of ſuperlucration, wealth, or national flock. 
oe fupttlucration then of a nation conſiſts in the — 
tions trlade upon her ſtock of every kind, capable of producing u 
proportional income: it is the converting into ſomething durable 
the well employed time of the inhabitants. In this ſenſe the new 
pavement of London, the roads, buildings, ſhips; &. in England, 
are All articles of ſuperlurration; as well as the improvement of 
QAhedands,'.and.; conſolidation of the balance of her trade, which 
has created that part of — belonging: to natives. 
| os n # 304 -Que8rT, 
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This is a ciirious wetithtfony und r N ln Hort exerciſe upon 
ſeveral principles of this ſciener, it comes in properly at the contiu- 
fon of our work. xk th (261 eee. Herr e wma 

To make a land:tax proportional, the proprietors-of fund H 
be enabled to draw back the burden, in the ſale of the earth p. 
ductions. This they cannot do, as matters ſtand. The farmers 
who pay no land- tax underſell becauſe vd eee 4 
draw back. 

Since the tax, therefore, cannot be nt back direQly, let us 


apply our principles to diſcover a method How: this ane be done 
andirectly. 


Let nothing but lands be ſubject to this ee 

Let every part of them be valued, and recorded in a eme | 
regiſter. 

Let bread, 8— and ſubſiſtence of all kinds, be laid 
under an exciſe, in all markets, and nowhere elſe, at a rate ſufficient 
to raiſe the tax intended to be laid upon the lands; and let the 
amount of this tax be drawn back by the landlords, in 323 

to the valuation by which they have paid the land-tax. 
That this is a reaſonable impoſition, appears from the ww 
plan of this work. We have ſeen, in the firſt book, how the great 
body of the people is divided into labourers and free hands; that 
the free hands are the inhabitants of towns, ho go to market for 
ſubſiſtence, and conſume what correſponds to the land cents on- 
ſequently the landlords, who at preſent pay a cumulative tax, 
-which they cannot dra back in any ſhape, are juſtly intitled to the 
amount of this proportional tax, laid upon the great articles which 
produce their land- rents, and Which are nnn the inhabi- 
tants not employed i in agriculture. 11 eee 

Every one who has writ — endeavoogny, go 
— the object of them as much as poſſible: more, I imagine, 

n 3 1 beach people. I have followed 
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as much as poſſible, and for making them more in 
expence than to property or income. But that I may conform my- 
elf in ſome meaſure, to the ideas of, thaſe who have examined che 
fame ſubject, I ſhall propoſe a tax, which would fill up the plage 
every other; and couldix e Wen beſt ee 


thought of. 4 ret; 415 43 
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unn i, 1 
IxT ROD. —_ INTRODUCE the ſubject of credit nd debu, by 
giving a general idea of its extent. It comprehends 
the method of eſtabliſhing a ſolid. ſecurity for money borrowed ; 
of extending the object of ſuch ſecurity in proportion to circum- 
ſtances; of ſupporting the credit of the borrowers,, when ,over- 
ſtretched; and of preventing, as far as paſſible, the fatal conſe- 
quences of a bankruptcy, hen it can be no longer ſupported. 
I ſnew how all myſteries relating to credit proceed from our 
ignorance only of its true nature; which is confidence eſtabliſhed 
upon a viſible and palpable fund of payment. I obſerve how de- 
licate a thing credit is, and how gently it muſt be dealt with ; how 
incompatible the forms of common law are wich the diſcuflion of 
queſtions which arife between . ͤ — to 
form x juriſprudence peculiar to trade, and to ſupport it by man- 
ners more than by authority; and when credit is once ſet upon dis 
Vol. 1L. 68 gg true 
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true baſis, how all aerial ſehemes, en and ee amn 
cies will be avoid ec. 

"Crap. I. Here I ſhew how impoſſible i it is to eſtabliſh, andi by 
authority; how inſeparably it is connected with liberty and inde- 
pendence; and ſtill how compatible it may be with that ſupreme 
power which is veſted in every government. 05 

Cray. II. The object of credit is money lent ; the baſis of loan 
is the payment of intereſt. If money be wanting, credit will die; 
econſequently, there muſt be a method found for augmenting and 
_ diminiſhing the quantity of money in proportion to the demand 
for it. It is augmented, by converting land into paper-money ; it is. 
diminiſhed, by relieving the land of the engagement upon it, and 
extinguiſhing the paper-money. This is no more than a con- 
trivance for turning into a circulating value, which 1s the principal 
characteriſtic of money, the obligations of private men, which in 
all countries are conſidered to be of an equal value with any coin. 

I here explain what is meant by money fagnated, and by money 
realized. Money, while it is employed in circulation, can carry no 
intereſt ; the moment it lies idle to one man, were it but for a day, 
it may be worth intereſt to another, who willingly pays for the uſe 
of it, when he has occaſion either to buy what he wants, or to pay 
what he owes. If no body be found who wants it, then it is ſaid 
to flagnate in the hands of the proprietors, This denotes that-circu- 
lation is full. He therefore deſires to realize it; that is, to pur- 
chaſe with it ſome kind of income. For this purpoſe, if it be 
coin, he ſends it to ſome place where coin is wanted. If it be 
paper, he demands of the debtor in the paper either to give him 
an intereſt for it, or to convert it into coin, which is the money of 
the world. Both are called realizing; and in proportion as money 
is realized, circulation diminiſhes. 

Hence I conclude, that as the uſe of circulating money is to 
carry on alienation, ſo the uſe of ſtagnated money is to produce an 
intereſt ; conſequently, a perpetual intereſt is better than money, 
when it is not wanted for the uſe of circulation. If therefore, by 

| the 
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the policy of a country, the capital of every perpetual; intereſt can 
be immediately converted into money for the uſe of circulation, 
the inconvenience of capitals not demandable is removed; be- 
cauſe although you cannot make the debtor pay, you can ſell 
what he owes you to another, who will; and this equally ſuits 
your convenience. | | 

Cup. III. The ſimplicity of manners among the primitive 
chriſtians, circumſcribing very much the uſes for money in circu- 
lation, a great quantity of the coin was conſequently locked up. 
Paper money then was ſuperfluous ; becauſe even coin itſelf ſo far 
exceeded all the uſes of their circulation, that it was conſidered in 
the light of jewels and plate with us. 

Taking intereſt for it, when lent, appcared to them as unrea- 
ſonable, as if a lady, in theſe times, were to alk a price for lend- 
ing her jewels to a friend. 

However, as money was neceſſary on many occaſions to thoſe 
who had none locked up, the Jews, who have always deſpiſed 
land-property, made a trade of lending ; and this drew an odium 
upon the practice. I can aſcribe it to no other cauſe. Our man- 
ners are totally changed ; and Chriſtians lend money at intereſt as 
well as Jews. Neither trade, induſtry, or credit, can ſubſiſt with- 
out it ; and as money cannot be lent, without allowing: intereſt to 
be taken, intereſt is become the baſis of the whole ſyſlem of credit, 
and comes to be examined in the following chapters. 

Cray. IV. Before induſtry was eſtabliſhed, the calls for money 
to borrow were few, and chiefly confined to Princes in time of war, 
and prodigal proprietors of land in time of peace. Their demands 
were urgent, and the intereſt they paid was in praportion. The 
tenders po ſſeſſed but a ſmall part of the coin of the country; be- 
cauſe the bulk of the people locked up all they could. Thoſe who 
hoarded, would not lend; and this greatly diminiſhed the fund of 
borrowing : beſides, Princes and prodigals had no ſooner ſpent the 
money borrowed, than it fell again into the hands of thoſe who 
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RCarddd; and the lenders found! no doubt, great dien ran 
curing freſh ſupplies” 311 7 cle Anda 

When induſtry and trale broughit money out of its 8 
when the neceſſity of permitting intereſt appeared evident to the 
church, the coin then began to make its appearance, and was 
ready to be lent. This opened a market for money. The price of 
money i is the rate of intereſt. At this market, the borrowers and 
lenders appear in competition among themſelves, according to cive 
gumſtances. If more money is demanded to be borrowed thari is 


1 offered to be lent, the competition takes place among the borrow- 


ers, and intereſt riſes. If more is offered to be lent than is de- 
manded to be borrowed, intereſt falls. Thoſe who borrow money 
may be divided into two claſſes, viz. thoſe who n to ſpend 
it, and thoſe who intend to trade with it. EI 16 

When more money is to be lent than the firſt claſs n the 
rate of intereſt will be regulated by what merchants can glve for it: 
when there is leſs, it will riſe to What the prodigals will give 
for it. 

But this firſt claſs muſt "jobs id credit, or their 5 
will be cut off. When therefore a ſlateſman finds, that the bor- 
rowing of ſuch people hurts the commercial intereſt of his eoun- 
try, by keeping intereſt high, he ſhould weaken their credit, by 
wing up their lands by entails. When their borrowing becomes 
neceſſary for the encouragement of induſtry, and for bringing all 
the money there is into circulation, then their credit ſhould be en- 
larged, by promoting an expeditious fale of way ne their 
Property. een 
„Cn ar. V. Thus, without the aid of law, the intereſt of any 
is regulated by demand. But a flate muſt not totally overlook'the 
intereſt of the claſs who ſpend more than their incomes. It would 
be inhuman to throw them into the jaws of uſurers. Statutes 
therefore prevent intereſt from rifing above a certain rate. This 
preſerves them, and renders the Giffiparion of their oe he yy 
— \ 19111 
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But although a ſtateſman has it in his power to guard his people 
againſt the oppreſſion of uſury, by preventing the rate of money 
from riſing above the ordinary ſtandard. of demand, he cannot 
equally force it down. below this ſtandard, even although the inte- 
reſts of trade ſhould require it: becauſe if the monied men can lend 
cheir capitals abroad, at a higher intereſt than they can procure for 
them at home, they will diſtreſs the landed intereſt, by demanding 
what they owe, and all che money will be ſent abroad, as was che 
caſe in Scotland in 1762. 

This was not the caſe a nundred years ago. No money then 
could be lent abroad by Engliſnmen; becauſe thoſe who would. 
give high intereſt had no credit. Thus government could bring 1 it 
down at will; monied men were forced to conſent; and the price 
of land roſe in proportion as intereſt fell. 

As it is the extravagance of men of property which raiſes the rate 
of money above what is conſiſtent with the intereſt of trade, the 
expedients to bring it down, are, 1, To circumſcribe borrowing by 
the prodigal: 2. To ſuſpend borrowing by the ſtate: and 3. To 
throw as much public money as poſſible into the market, by pay- 
ing off debts. When a flateſman has by ſuch meaſures brought the 
rate of money conſiderably below the legal price, he may, by a 
new ſtatute, prevent its riſing again ſo high as formerly; but ftill 
he muſt keep in his eye the rate of money, and ſtate of credit in 
rival nations, in order to avoid the inconveniences already mentioned: 

Cn. VI. If Great Britain were to regulate the rate of money be- 
low what the fluctuations of demand are commonly found to carry 
it, then in time of war, as ſoon as demand, which can be ſubject to no 
ſtatute, got up to the high ſtandard, the whole landed intereſt would 
be torn to pieces by their creditors: for the debtors could not borrow 
from one to pay another, becauſe no man would give them credit. 
This would put an end to all their expence; the funds which ſup- 
ply it at preſent (the land- rents) would be carried off by creditors ;. 
and all the induſtrious who ſerve ſuch proprictors of land would 
_ conſiderably tor want of employment. The e which. 
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the generality of people would draw from this phænomenon would 
be, that high e inſtead = NY) OR 15 —— 
ane, e, , i 
Cnar. VII. Hence we may incluse, that 100 intereſt is prin- 
cipally advantageous for carrying on foreign commerce, and that 
the beſt method to keep it low, is to _—_ circulation full, by fuck 
litating the melting down of property. P "145 172-44; 
This expedient has been contrived by merchants in the eſtabliſhs 
ment of banks upon mortgage; and there is a poſſibility that 
landed men, ſome centuries hence, may find out that they may 
imitate the example of traders, and contrive the means "er mam 
ing cheaper than they can do at preſent. mein 
Were a particular nation to carry ſuch expedients into execution 
with ſucceſs, it would have the effect of bringing down the rate of 
money every where. This would fink the general average of the 
whole, but never would prevent the operation of thoſe principles 
by which it had been brought down; and the moſt intelligent na- 
tions would ſtill have the ſame advantages as before, of keeping 
their intereſt low relatively to their neighbours, which is the great ge- 
| fideratum forthe ſupport of public credit, as well as of foreign trade. 
| | Char. VIII. But although it is of very great advantage to trade 
to have intereſt low, we cannot judge of the proſperity of trade 
from this circumſtance alone. 
That nation gains the moſt upon her trade who draws the greateſt 
balance from the reſt of the world. Now the balance cannot be 
| judged of by the rate of intereſt ; becauſe this depends more upon 
| manners and policy than upon the ſtate of induſtry. Induſtry muft 
| be ſupported by ſuperior dexterity, natural advantages, and promp- 
| | titude of payments, as well as by low intereſt. Prompt payment 
alone, is of more conſequence to the induſtrious populace, than a 
ſmall difference upon the rate of intereſt. That encourages the 
* whole claſs of manufacturers. Low intereſt is principally an advan- 
tage to the merchants who are obliged to employ credit for colle&t-« 
ing their work; and merchants themſelves who trade upon credit, 
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often gain more by quick returns than what will compenſate a con- 
ſiderable difference in the rate of intereſt. Low intereſt may more 
properly be called the barometer of public credit than of {wen 
commerce. 

CHae. IX, From what has been ſaid, Leondude, that the ms 
intereſt does not ſink. as wealth increaſes; becauſe it is influenced 
by many. circumſtances, which do not depend upon opulence. It 


depends upon the ſpirit and manners of a people, * will fluctuate 
with them. 


Pazr II. Of . 


Cnar. I. LJAVING deduced the principles which regulate the 

rate of intereſt, I proceed to inveſtigate thoſe which 
influence domeſtic circulation; and as banks are the great engine by 
which circulation is carried on, in tracing the nature of banks we 
ſhall fully underſtand its policy and principles. 


Banks either circulate notes, or transfer credit written in their 
books: the firſt are called banks of circulation ; the latter banks of. 
depoſit. 


All banks are founded on credit, and according to the nature of 
their inſtitution, I may divide the credit they are built on into three 
kinds, viz. private, mercantile, and public. 

Private credit is when the ground of confidence is real property, 
pledged for the ſecurity of the loan. 

Mercantile credit is when the cauſe of confidence is in the trading - 
ſtock, abilities, integrity, and good. fortune of the prop who 
obtains 3 it. 

Public credit every one underſtands. 1. iö ; when tba, de of 
confidence is a fund ſecured by public faith, in favour of the cre - 
ditors, , 
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ditors, for the intereſt and capital due, which lat however u never 
exigible from the ſtate. _ 

Private credit is the moſt ſolid of the . mercantile credit is 
the moſt precarious; and public credit depends entirely upon the 
maxims of every government with regard to public faith. - 
It is che object of confidence, not the quality of the perſon obtain. 
ing credit, which determines the nature of che credit. A merchant 
may grant bond on che credit of his lands; a landed man's bill, 
as member of a mercantile company, may only affect his ſtock in 
trade, and a Prince may pledge a province for a ſum of money. | 

The debts of a ſtate, and the bills of merchants, are more eaſily 
transferred than private ſecurities. 

Public and mercantile credit ſtand upon a more precarious bot- 
tom than private ſecurity, A ſuſpicion of inſolvency will ſhake the 
two former ; real inſolvency only will deſtroy the latter. 

Theſe are ſome of the peculiarities which characterize. the ufer 
ences between the three kinds of credit. The juſtneſs of the diſ- 
tinctions I have made appear from them, and from other circum- 
ſtances mentioned in this chapter; and the utility of ſuch diſtinc- 
tions will appear from their application as we proceed. 

Cray. II. To eſtabliſh private credit, on the moſt ſolid and 
five bottom, the effects of debtors ſhould be rendred of a rea 
converſion into money; the ſale of lands ſhould be rendred eaſy 
and expeditious ; no entails or cloggs by mortgage and the like, 
ſhould be allowed; debts upon poſſeſſions ought to be regiſtred, 
and thoſe due to banks (the- great public debtors) ſhould always 
be conſidered in a moſt favourable light. 

Caxe. III. Banks of circulation upon private credit, are of great 
uſe in the. infancy of induſtry. In countries where it is only taking 
root, the greateſt obſtruction it meets with is a ſcarcity. af money. 
When money is ſcarce, payments are ill made; and when the uſes 
for money increaſe, if money be not made to augment in propor- 
tion, alicnation will. ceaſe ro go on, and payments will daily be 
more precarious. This is ſo evident that I ſhall not inſiſt upon it. 
Now 
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induſtry by conſuming its produee, money muſt be provided for 
every one in proportion to the value of his property. This opens at 
once the principle of banks upon private cretlit. 
one who can give good fecurity for it; ind dhe obligation granted 
by the borrower is conſidered by the lender as better to him than 
the money he lends. Before the eſtabliſhment of banks, ſuch loans 
were made in coin; but as people difeovered that a good obligation 
was as good as coin, they n 
could be made to circulate, they might ſupply its place. 

For this purpoſe, banks found out ——ů 
gations ſecured upon property into ſmall parts of the capital ſum 
and by delivering them back to the borrower, with an obligation to 
pay them in coin tothe bearer on demand, they conſtituted themſelves 
dedtors to the public for-every note. The confequence of this was, 
that the coin of the country became leſs uſeful in circulation; and 
as the banks demanded it, and even gave premiums for obtaining 
it, it came into their hands, and ſerved the purpoſe of changing 
notes; that is, of ſubdividing the ſums mentioned in them, into 
the loweſt denominations of the money of the country. 

There is nota nation in Europe ſo ignorant as not to feel the uſe 
of this policy; but there are few who have diſcovered how to eſla- 
bliſh the confidence of the public in this general debtor, the bank. 
The reaſon is, that people imagine à bank ſhould at all times be 
able to turn all their paper into coin. Were this poſſible to be done, 
where would be the uſe of banks ? How 1 they multiply 
money ? 

From this ſhort expoſition, we may underſtand the diſference be- 
tween banks upbn private, mercantile, and public credit. The 
firſt lend upon the ſecurity of poſſeſſions ; the ſecond, upon bills of 
exchange, which is called diſcounting ;: wee; upon the n 
of the public funds. 
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Car. IV. A ſcarcity of one y onlyr being found to ſtop the pro- 
greſs of induſtry, and thereby to circumſcribe the gains of mer- 
Chants who ſupply conſumption; and they perceiving that men of 
property become bad cuſtomers, more from the impoſſibility of 
making payments than for want of an inclination to conſume, 
joined together, and formed a confiderable ſtock which they expoſed 
to the eyes of the public. This gave them credit, and every one 
who had money to lend was fond of placing it in their hands. 
Other people who wanted to borrow, applied to them for money. 
Their anſwer was, we have no coin; but if you want money for 
any purpoſe, we can aſſiſt you in credit, if you will give us ſecurity 
upon your eſtate. Here is, ſaid they, a note of ours, which any 
body will take from you as payment for what you want. This Was 
the ſame thing to the man who wanted money for a particular uſe, 
- as if they had given him coin; and as ſuch demands became fre- 
quent, the notes were en and inſenſibly banking was eſta- 
bliſhed. | 
States cerchining _ ad ch Winde follow, were every one 
allowed to iſſue paper in this manner, judged it proper to erect com- 
panies, who lent them conſiderable ſums as a ſecurity for their faith. 
to the public; and the ſuperior credit of ſuch companies drew the con- 
fidenceof the public, and circumſcribed the dealings of individuals. 
Thus the trade of Lombards, who had formerly ſupported circula- 
tion by their bills of exchange payable to order, received a farther 
extenſion by the eſtabliſhment of banks, who, by iſſuing notes pay- 
able to bearer, rendred them, in all commercial countries, every 
bit as uſeful as any coin, 


Banks once eſtabliſhed, Wied e became neceſſary; and of 
theſe the firſt and fundamental one, was, to iſſue no notes but upon 
good ſecurity. If it be aſked, hat ſecurity ſhould be taken ? The 
anſwer is, the beſt thoſe who want credit can give. In a country 
where trade and induſtry are little known, but where a taſte for 
refinement is taking place, demand mult be encouraged, in order 

to augment the ſupply. And as this: demand for conſumption 
| fhould, 
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ſhould, naturally, come from men of landed property; the bank, 
therefore, ſhould firſt reſolve. to iſſue notes en the ſocurity. of that 
kind of property. f bog tigen Hagy ioff . 

When induſtry b more 4 3 1 trade becomes 
more ſecure, from the ſolidity of mercantile funds, banks may then 
begin to diſcount bills of exchange, and as this branch of credit 
enlarges, the bank will by degrees participate.of the nature of * 
ſecured upon mercantile credit. 

When public credit, again, is well eſtabliſhed, they will Jen! 00 
government ſecurities, pledged in 2 e and thus n 

founded upon public credit. | is 
According therefore to the mak object of 15 cade Gs 
are ſaid to ſtand upon private, mercantile, or public credit. 

When a proprietor of lands gives his bond to à bank, it ſhould be 
underſtood, that as long as he regularly pays the intereſt of the 
money borrowed, the bank is not to demand the capital: © 

For this bond they give notes, which are conſidered as ready money, 
and therefore carry no intereſt. So the profit of the bank is to re- 
ceive intereſt for what they lend, and to pay none for what they owe. 

What they owe is the paper they iſſue. They owe this to the 
public; and the ſecurity which the public has, is the ſecuriry which 
the bank received from the perſon who borrowed from them. 

Hence the ſolidity of banks upon mortgage. Their notes become 
money, and this money is ſecured upon the whole ſtock of the 
bank, and the whole property engaged-to them. 

But as the ſtock of the bank is of a determinate value, and as the 
notes they iſſue may very far exceed it, the credit of a bank will 
be precarious, unleſs the value of the ſecurities upon which hey 
lend, be'cquabtoall the notes in circulation. It will alſo be preca. 
rious in proportion as the ſecurities themiclves are ſo. Hence the 
intereſt the public has to take care that banks youu credit pun gn he no- 
thing but the beſt ſecuricy. Is {VL x 

Cu Ar. V. A bank, therefore, which lays down a rule to lend 
upon the mortgage or ſolid property only, would deſtroy confideuce, 

H h h h 2 it 
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if it ſhould launch out in giviog credit ta thole who have no co 
property to pledge. 

Cray. VI. The uſe of all banks is to ſupport domeſtic circula- 
tion: this is two-fold ; that carried on by conſumers, and that car- 
ried on by traders, and manufacturers, who ſupply conſumption. 

The circulation carried on among the firſt is in proportion to their 
income, and their credit ſhould be in proportion to the funds which. 
produce it. The circulation carried on by the nd is in ann 
to the demand for their induſtry, 

If a bank be eſtabliſhed on the: credit en it is · very 
plain that they cannot ſupport the circulation of manufacturers and 
dealers upon the Game terms, or in the ſame way they do that: 
of proprietors. They may indeed diſcount billꝭ; but they cannot 
give a permanent credit upon eee MP: eee 
property. This opens a neœ combination. 

Trade and induſtry are diſperſed through: ne and if 
the ſock of thoſe who carry them on be compared with what is 
neceſſary for that purpoſe, it will appear very ſmall. What is defi- 
cient in ſtock muſt be made up to them in credit; and this will be 
in proportion te their integrity, capacity; and good fortune. A frail: 
ſecurity for paper, which is to become the money of a nation! Such 

| ſecurities muſt either be rejected: by every bank whatever, or the 
whole fabric will tumble into rains. But this ſubaltern claſs:of 
dealers may have recourſe to merchants; whoſe wealth and funds 
are ſolid and extenſive; To theſe a bank may give credit, and they 
again, in their dealings with the other claſs, may indemnify them -- 
felves of alk the riſk they run, by profits in proportion to t. 

This claſs of merchants I call exchangers; becauſe they deal prin- 

cipally by bills of exchange in the credits they give; which are of 

the greateſt advantage to an infant trade and: a growing induſtry.. 
Cn. VII. When banks were firſteſtabliſhed, there was no mo- 
ney known but coin, and many there ſtill are, who do not clearly 
fee how money can poſſibly be made of any thing but metal. The 
ſcarcity of coin raiſed the rate of ons, and when banks began to 
lend 
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lend, mein paper, they exatted che ſame intereſt as if they had 
been lending coin. Hence they were obliged to promiſe payment 
of their notes, in coin, upon demand. In conſequence of this, the 
policy of circulation proceeds upon the ſuppaſition, that bank notes 
are equal to coin in every reſpect ;. and when. any interruptior hap- 
pens in the ready exchanging chem at the bank, all: runs into con- 
fuſion. I ſhall afterwards ſhew how this might be prevented. 
While a country has a balance of trade, either at par or in her 

favour, no body has occaſion for coin, except to reduce bank notes 
to their loweſt denomination of money. But when a balance is 
due to other nations which muſt be paid in gold and ſilver, every 
ene who wants coin for that purpoſe, runs to the banks, which 
are obliged to pay in it, and then they are thrown into diſtreſs. 
Hence we may conclude, that a bank taking upon itſelf the obli- 
gation of paying in coin, without carrying its policy farther than 
the banking trade, cannot ſtand its ground in a country which 
owes, upon an average, a balance to other nations. This opens a. 
new and a moſt curious combination. 

Car. VIII. In the mechanical operations of rade, when they 
are not combined upon principles, and directed by a ſuperior policy, 
every balance due from one nation to another upon the whole of 
their reciprocal payments, that is, in conſequence of their debts 
and expences abroad, as well as in the courſe of their mercantile 
operations, mult be paid in the metals. _ Tag 
Tor tranſacting this balance, there is a ſet of merchants who deal 
in the buſineſs of exchange. Every debtor to another country is 
ſuppoſed to have value in his hands for it, which he converts into 
bank-paper; with this he buys a bill of exchange, drawn upon the 
place where he is debtor, and the exchanger who ſells it, demands 
coin of the bank, which he ſends-off for payment of his bills. If 
during this operation the bank ſhould ſtand with its hands acroſs, 
and only think of expedients. to provide coin, it is evident, that if 
ſpecie ſhould totally fail in the country, trade muſt be at an end; 
and the credit of the bank. would. be undone: for no body will enter 
bl into 
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into every combination neceſſary to diſcover the impoſſibility of 
converting the whole paper currency of a nation into gold and 
filver. Thus a bank which cannot pay in coin, will be ſuppoſed 
to be ruined, though in reality i it may be worth half the property 
of the ſtate. 

Is it not then of great conſequence to banks, and to a nation, thus 
the principles of their trade, and the ſecurity of their paper, ſhould 
be well underſtood? And is it not wonderful, that they themſelves 
have not made evident a thing which they muſt underſtand far bet- - 
ter than any one who has not had their experience ? L 

CHae. IX. When a country gentleman owes money in town, 
beyond what his rents can pay, does he not borrow from ſome 
body who has money? Does not this borrowing prevent his lands 
and his houſes from being torn to pieces by thoſe who have a right 
to demand money of him ? Would he not be laughed at, if he were 
to delay pledging a part of his property, in order to d eur the 
whole? 

The caſe is juſt the 5 with banks. They owe a ſum of coin 
equal to all che paper they have in circulation. In this they repre- 
ſent the country gentleman. Foreign nations demand payment 
from them in coin; becauſe it is the ſame thing whether this de- 
mand be made directly on the bank, or on thoſe wha can demand 
it of the bank. Such nations repreſent the town. Muſt not then 
the bank borrow upon the credit of the ſecurities pledged; at 
the time they iſſued their notes, and which to rhem repreſent the 
gentleman's lands? And can they borrow from any but thoſe who 
have money? Their own country can have none to lend, while 
they owe a balance; they muſt therefore borrow from other na- 
tions, and transfer what they borrow to their creditors abroad. 

Hence I conclude, that as nations which haye coin pay what 
they owe with it, and thereby diminiſh its quantity ; ſo nations 
whole morey is their land, muſt pay in land, to the diminution 
of that ſpecies of property: and as a man who owes a thouſand 
younds upon his eſlate is only proprietor of it for the remaining 

value; 
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value; in like manner, a country which pays an annual intereſt to 
other nations, is only proprietor of what remains. 

Cu ar. X. If the country gentleman, who is puſhed by his cre- 
ditors for money, which he cannot expect to draw from his rents 
as they become due, ſhould borrow, for a few weeks, from one 
who, after that time, will have occaſion for his money him- 
ſelf, he will be put to all the expence of giving ſecurity for it, and 
at the end of that ſhort time, he will be at as great a loſs as ever 
to find money to reimburſe the man who had lent it him. This re- 
preſents the expedient uſed by banks to obtain temporary credits, 
inſtead of a permanent loan. upon a regular intereſt. 

CHae, XI. When trade goes on well, and produces a regular 
balance in favour of a country, the trade of banking is caſy, and 
few employments require leſs capacity. But when the balance be- 
gins to. be unfavourable, and when, in ſelf-defence, they are 
obliged to deal in exchange, the caſe is different. 

Whatever balance is due abroad muſt be paid by the banks, as 
has been ſaid, either in coin or in credit. As long as they pay in 
coin, the buſineſs of paying the balance is left to exchangers, who 
conduct the operation. But whenever banks borrow abroad, upon 
a permanent loan, and thereby acquire a fund -to draw upon, the 
buſineſs of exchange falls naturally into. their hands, and they 
may profit of it according to circumſtances. In this caſe, not one 
ſhilling of coin can go out of the country, in the way of payment; 
becauſe there will be a loſs to any one who ſends it away, when he 
can pay cheaper by a bill. ; 

Cuar. Xl. But the moſt complicated combinations ariſe from 
the conſequences of a wrong balance on the ſtate of domeſtic cir- 
culation.. I hope this matter will be more eaſily comprehended, 
from tlie ſl. ort recapitulation Lam now to give of it, after all that 
has been ſaid. upon the doctrine of taxes, and. of the difliculty of 
paying them, when money is ſent abroad. 

Money is the inſtrument of alienation ; and. when this inſtru- 
ment is taken away, alicnation mull ceaſe, Now, it is a matter of 

| 2. indif- 
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indifference as to circulation, whether money be rendered ſcarce 
by being ſent out of the country by the ſtate in time of war, or by 
the ſubjects who owe it to ſtrangers in time of peace. A determi- 
nate quantity of money is requiſite for domeſtic circulation. In 
whatever way this comes to be diminiſhed, it is the duty and inte- 
reſt of banks to fill up the void as faſt as poſſible, by readily fur- 
niſhing credit at all times to thoſe who can give ſecurity for what 
they demand. If banks, by paying balances, ſhall have exhauſted 
their fund of coin, the fault is their own. Why did they not in 
time provide the neceſſary funds abroad? But in whatever manner 
they pay the balance, the conſequence is, to take a ſum of money 
equal to it ont of domeſtic circulation; and this cannot be replaced 
but by more money lent by them upon new ſecurities. Tf an ill 
grounded fear ſheuld at ſuch a time engage them to refuſe credit, 
when demanded, the country will be in a worſe ſituation than if 
banks had never been eſtabliſhed, from the ſudden diminution 
of money, which, without that eſtabliſhment, never could have 
happened. | | | 

But if banks would conſider the whole foreign balance as imme- 
diately their own debt) and it is ſo, when they are obliged to pay 
it) they would provide the eaſieſt method of acquitting it: fince 
none of the expence incurred can fall upon them, in any propor- 
tion to the gain they make, in receiving intereſt for all they lend, 
and in paying none for what they owe within the ſphere of their 
own circulation. | | 

Char. XIII. Whatever contracts circulation, hurts a bank, and 
offers no relief to it with reſpe& to the payment of balances. If 
they borrow money at home, they cut off the branch they ſtand 
upon, unleſs they continue at the fame time to give credit to all 
who demand to borrow upon good ſecurity. This laſt combina- 
tion was omitted in the chapter I am now recapitularing ; becauſe of 
the multiplicity of thoſe I was -obliged to introduce, in order to 
demonſtrate how hurtful it is for banks voluntarily to diminiſh 
the circulation of the country where they are eſtabliſhed. I ſhall 


therefore 


therefore bring it in here, and refer to the RE for the other 
combinations which cannot be abridged, 

Did banks, upon 'mortgage, make it a tule to borrow all the 
money offered to them, at a ſmall. deduction from the common 
intereſt, while at the ſame time they continued to lend as for- 
merly to every perſon of good credit; the conſequence in a little 
time would be, that they would become the abſolute center of all 
borrowing, and lending, and the greateſt part of the expence of 
drawing ſecurities would be faved. 

Every perſon who had money to lend, would lend it to the bank ; 
and every one who had money to borrow, would borrow it of the 
bank. Upon theſe two operations, the difference of intereſt paid, 
and received, would more than balance the additional expence of 
ſo great a detail. But then indeed ſome new law would be neceſ- 
ſary to facilitate ſecurities. The clogs laid upon ſolid property 
oblige the bank to inſiſt upon conditions, which put -it out of the 
power of many perſons of good credit to-borrow from them. But 
I do not propoſe plans: my aim is confined to principles; and 
from thoſe I have mentioned a new clauſe in bank notes would 
ariſe, viz. to pay in coin, or by a transfer of intereſt at a deter- 
minate rate, at the option of the bearer, not of the bank. | 

Cup. XIV. This would be an optional clauſe, very diflerent 
from that lately. introduced into Scotland, where the option of pay- 
ing intereſt was left to the bank. This has ſince been wiſely ſup- 
preſſed ; becauſe it proved a heavy clog upon circulation, and en- 
abled the bank to avoid doing what their own intereſt, and that of 
the nation, required of them, viz. the ready payment of all ba- 
lances againſt the country. But in ſuppretling optional clauſes, 
government ſhould facilitate the means of paying balances, and 
of providing coin. This is done by eſtabliſhing and ſupporting 
the credir of the banks, in proportion to the ſolidity and extent ot 
their funds. An example of this nature occurred in Ireland, in 
April 1760, when the parliament intereſted itſelf directly in the 
ſupport of the credit of ſome private bankers. A mint alſo is ne- 

VOL. II. ii i ceſſary; 
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ceſſary; or if 'thisſhould be judgedimprpper or ſuperflnous, ſome 
aſſiſtance at leaſt ſhould be given in eee 
of its fabrication. rmdil i Tom pot Hide „Igo 

CA. XV. All branches of dolidy teten Ba eee 
degrees, hen, inſtead of being eſtabliſhed at once on ſound prin- 
ciples, they introduce themſelves | mechanically, by cuſtom and 
practice only. When therefore a national bank is not found do 
anſwer all the purpoſes expected from it, private people imitate 
their plan, and fill up the void. Thus in Scotland, when the 
banks of Edinburgh did not ſufficiently ſupport circulation in the 
more diſtant parts of the country, private banking companies 
were erected, and degenerated into a great abuſe. Every one 
iſſued notes payable to bearer.” Thus the public was filled with 
paper money, the credit of which was quite unknonmn, _ n 
Who were however forced to receive it. 
Whatever is payable to bearer, is payable to this dies * no 
doubt the public has àa good right to prevent the iſſuing of notes 
by any but ſuch as it has conſidence in. When a note is payable 
to order, every one who circulates it is reſponſible for the value; 
but when it is payadble to bearer, there is no recourſe upon any 
but the firſt grantor of the obligation. Such regulations therefore 
ſhould be made in this reſpect as may give a ſolidity to the paper, 
facilitate a general circulation, and prevent the eſtabliſhment of a 
currency: confined to particular diſtricts within the ſame. coun- 
try, which tends to introduce a courſe of exchange from one 
town to another. This would be the caſe, were the circulation of 
every county carried on by the county bank. A communication, 
therefore, of intereſt between the banks of a country is requilite, 8 
or elſe the obligation to pay ſhould not be confined to the phe 
where the bank is eſtabliſhed. 

Char. XVI. Here I reſume the principles I have deduced, in a 
ſhort ſketch of a Rn plan of u ae wee for a bank of cir - 
culation. rin and 53s 21 to wnibivorg e ee 
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n XVII. If proper regulations upon the banking trade 
ſhould be found inconſiſtent wick the laws and manners of a 
people, which require a more extenſive liberty to every one to carry 
on hat commerce he thinks fit, I think. it is reaſonable that every 
company of merchants who iſſue paper, payable to bearer, wich- 
dut the ſanction of government, ſhould be obliged to ſubject their 
books to ſome kind of public inſpection, that it might be ſeen whe- 
ther the credit they grant to individuals be of a ſufficient 2 
to anfwer for the notes they circulate. 

CA. XVIII. The numberleſs diſtreſſes of the Scots W at 
the end of laſt war, made it neceſſary to ſhow, in a particular 
chapter, what the conſequences might have been, had the banks 
at chat time totally withdrawn their credits, and given up buſineſs. 
This ſtep would; 1, have cut off their whole profits of banking, 
240, It would have ruined the whole claſs of exchangers ; and with 
them, 3tio, the whole trade and manufactures of Scotland. 
nr. XIX. Here take a farther: ſtep into thoſe intricate com- 
binations. I now ſhew how the whole obligation, botk of paying in 
coin, and diſcharging foreign balances; may be taken off from thoſe 
who adminiſter a national bank. Their notes are propoſed to be 
paid by a proportional transfer of intereſt. All 'intereſt due by 
banks on that account, and to banks for credit given, is propoſed 
to be paid in coin at certain terms. Thoſe who have occaſion for 
com are to buy it at the mint: but this coin is entirely calculated 
for domeſtic circulation; and therefore àa very moderate quantity 
of it will be neceſſary. And for the payment of all ſums due to 
foreign nations, I lay it upon government, according to che _ 
propoſed in the th chapter, upon exchange. 6 

Thus the whole policy of circulation is divided into three diſtin 
branches : 

ino, The melting down of property, and keeping circulation 
full at all times. This is the buſineſs of banks. 32921 riot 


* "The providing of coin is the buſineſs of mints. | 
11112 8 ztio, The 
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ods „ The granting bills on foreign“ parts; for mn na- 
rional currency, is the buſineſs of the ſtate. 

CHAP. XX. The objection to this doctrine is, that if notes are 
not payable in coin, they ceaſe to be of value. The anſwer is ſhort. 
The uſe of paper money is to keep reckonings of value between 
people who have property; the uſe aq een is to avoid WR — 
to people who have none. ' © 

The value of the paper in the country is aſcertained 15 oi 
of the intereſt which is paid for it in coin; and by not paying the 
capitals in coin, you prevent its being carried off without neceſ- 
ſity, whenever- a balance becomes due; which balance ITT 
paid by the means of credit. | 

Cray, XXI. I ſhew, by many arguments, calorie mapped 
in the 1oth chapter, upon public credit, and which render this 
combination more ſimple than Iſhould otherwiſe have been able 
to make it in this place) that the return of a favourable balance 
of trade will clear the bank of all the foreign debts contracted by it, 
for the relief of the country; as a like favourable balance on the 
trade of Great Britain has the effect of ſetting that nation free 
from a proportional part of the money due to ſtrangers. In this 
caſe, the favourable balance is incorporated in the public funds. 
due to natives: in the other caſe, it is incorporated with the ſtock 
of the bank ſecurities, and enables them to relieve that part of 
them which was engaged for the intereſt paid out of the country. 

Cu Ar. XXII. The conſtitution of the bank of England differs 
eſſentially in ſome particulars from that of banks upon mortgage, 
and private credit. It is not ſo much calculated for multiplying 
the currency, by melting down private property, as for facilitating 
the circulation of the trade of London, and exchequer of Great 
Britain. i 

The grounds of confidence upon Wen the notes of is: . 
pany ſtand are very great. 

imo, A capital of eleven millions artes, for which yi are 
creditors twrhe nations 2:v0W yo 2 _ 
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ch millions more. f 111 10 or 

tie, The arten all the great mercharis of iP 
whith.thoy-difcount: R 10 5d at-3t85') +» 

41 When they idue, paper to government, upon the faith e 
taxes, or circulate exchequer bills, they have the ſecurity of the 
public faith-for the ſhort advance of a few months, | 

This bank, I have ſaid, is more uſeful for promoting circula- 
tion than for augmenting it. It has however lent its aſſiſtance in 
this reſpect on very critical occaſions, It has circulated exchequer 
bills; and tallies, which, from diſcredit at the time, were as ill cal- 
culated to ſupply the uſe of money, as lands or houſes: are, from 
their unwieldy nature. The great advantage the public reaped. 
from ſuch operations, abundantly ſhew the dais of banks, which 
are calculated for that very purpoſee. 

The principal operations of this bank are, to receive and. pay 
away the greateſt part of all the national revenue, expences, and 
debts; to diſeount bills of exchange payable at London, and to 
ſupply the country with coin. 

The demand of London for ſubſiſtence and manufactures from 
the country of England is ſo great, that the whole amount of 
what is ſent up to that city, for taxes, and for land- rents there ex- 
pended by the proprietors, does not compenſate it. From which 
it follows, that by the bank's. not giving credit upon private ſecu- 
rities, the whole of their paper is in a manner confined to the ca- 
pital; and if any part of that paper caſually goes into the coun- 
try, it quickly returns, in payment of what would otherwiſe be 
remitted in bills. So that paper circulation in the country of Eng- 
land is very inconſiderable, when compared with the coin. 

The intention of this chapter is to examine and compare the 
principles of the two ſpecies of banking, and to point out their, 
ſeveral conſequences as to circulation; from which I am led to 
think, that if banks of circulation were ic be eſtabliſhed in the coun- 

try towns of note in England, they would greatly promote induſtry 
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with the national bank. mod; badtinoſts 
-.Ca42, XXIII. After deducing the principles upon which che ſo- 
lidity of, paper onen is eſtabliſhed, I proceed ©. point out the bad 
conſequences of iſſuing bank- notes upon à precarious ſecurity. 
The bank eſtahliſhed in France by Mr. Law, and the fatal cata- 
ſtrope it brought upon that nation, furniſh excellent matter for il- 
luſtrating the doctrine of paper credit... | wean Hexe 
he late King of France left, at his death, a debt upon. ia kings 
dom of 142 * ſterling; che coin s at 28 livres the mare 
oſ ſilver. Dotter! AX AAR) 
Car. XXIV. In A. FIR 8 dls * 2 the debt was 
4 to 100 milliens, by the turn of a wheel. The coin was 
put at 40 livres the marc. But as the hundred millions ſterling, in 
intrinſic value, after the reduction, contained as many livres in we-. 
bal denomination, as the hundred and forty. millions did before, the 
greateſt inconvenience diſcovered. by the people was confined to 
the neceſſity _ * them to ſell their old coin at the 1 
price. | is 2 
At this time. Law wt Re, Fx oa . actinic ** aid 
people i in that reſpect, with very great benefit to himſelf, 19990 
.Cnar., XXV. He divided the capital ſock of the bank into 1200 
ſhares, of 5000 livres each (the livre at this time was exactly a 
ſhilling ſterling); and the purport of the notes he iſſued was, that 
payment ſhould be VG at all Aer in n of the ſame intrinſic 
value. (1011631 1H guide. 
\ This, bank was eſtabliſhed on the indi of the Scots banks,” 
and lent ſums upon every ſpecies of good ſecurity. The conſe: 
quence: was, that in leſs than three years, France, from beitig in 
the moſt miſerable ſituation for want of money, credit, conſump- 
_ and induſtry, was raiſed, as by magic, to the greateſt aflus+ 
/ The reaſon was plain: there wanted nothing but an inſtru⸗- 
* 0e all the e work. This Law gave them ina 


moment; 
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. aſtoniſhed them. 5 Aned Ilsnchen ii Auer 
This effect was produced by an' inconſiderable ſum of notes : 
they did not exceed three millions ſterling when Law gave up his 
bank. But credit and confidence were eſtabliſhed by that ſmall 
ſum; and the notes brought out all the coin which had been for- 
merly locked up. It is not a great quantity of money, but an 
exact proportion of it, according to demand, which ſupports trade 
and induſtry. That proportion may be ſuſtained by the means 
of banks, but by no other expedient whatever. 

Cray. XXVI. Law's bank was no ſooner eſtabliſhed, than' he 
ſought io enlarge his bottom. He found a trading company ruined 
in their affairs, though intitled to great privileges. He found alfo 
large ſums of public ſtate billets circulating at great diſcredit, from 
an ill paid intereſt. He got a grant of the company to himſelf 
and aſſociates. He opened a fubſeription for 200,000 ſhares, of 
oo livres each. He took payment in thoſe diſcredited obligations; 
and when he had got the ſtate billets, (given in at ſubſcribing) he 
engaged the Regent to promiſe punctual payment of the intereſt. 
This was no ſooner done, than the diſcredited paper, which was 
become an action, or a ſhare, as we have called it, only by being 
ſubſcribed for to Mr. Law, roſe above par. The nation cried out, 
a Miracle! Law was a ſaviour, in * eyes of ſome, a Ha in 
the opinion of others. F Tl 

His credit and his capacity for conducting. the mn une 
taking within the power of numbers and computation, being 
eſtabliſhed, inſpired the Duke of Orleans with a ſcheme of un- 
| bounded ambition, which, in favour of many who have never 
rightly comprehended the nature of it, I have been at very great 
pains to trace, in the eight following chapters. And as a recapitu- 
lation is uſeful. to aſſemble ideas within a ſmall compaſs, whicly 
have been diſperſed, through many combinations in the work: 
plan. ret 
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The Regent perceiving the uſe of paper money, well ſecured on 
ſolid property, reſolved to take the bank into his own hands, in 
order to iſſue paper ſufficientto pay off the whole debt of France. 
Now paper iſſued for paying debts is fecuretl upon no fund at all. 
Ir is the ſame as if it were iſſued for payment of meat and drink. 
he whole fecurity therefore was his own Word. 
But the diſſiculty was to prevent ———— return- 
ing upon the bank; becauſe it far exceeded all the uſes of circula- 
tion, and, conſequently, could not be ſuſpended in it. 
The expedient fallen upon was to raiſe the value of the 
actions of Law's company, (which by the ſubſequent. incorpo- 
ration . of new privileges were - multiplied beyond 600.000) to a 
great height, by promiſing great dividends upon them. The com- 
pany accordingly promiſed a dividend of 200 livres a year, upon a 
capital which was originally worth no more than vo livres. 
' The great quantity of paper money diſperſed had ſurik the rate 
of intereſt to 2 per cent. The dividend, therefore, combined with 
the rate of intereſt, carried the market price of the action to 
10 coo livres. Here was a new fund provided as an outlet for all 
the bank notes paid to the ereditors; an in proportion as they 
bought the actions from the Regent, or rb eee here 
conſider as the ſume, the notes were to be cancelled. 
By this operation all the debts of France were to 50 ee 
into actions of the company of the Indies, and were to ſhare its 
fate. But then it muſt be remembred, that this company had in 
a manner the whole revenue of France in farm; and bya recapi- 
tulation of the different branches of their profits, their income 
amounted to eighty millions of livres a year. So that if matters 
had been well managed, had credit been ſupported by fair dealing, 
had no arbitrary acts of power, in tampering with denominations 
of coin and money, taken place, and had the Regent ſupported 
and encouraged the company: they i in fact might have been able 
to pay more than all that was required of them and the very di- 
minution of the intereſt of the public debts, by the fall of money 
76) 
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to a per cent. was, in effect, cutting off one half of the capital. 80 
that if we ſuppoſe the total value of the 2000 millions of debt equal 
to 100 millions ſterling, the debts of France, by this ſcheme, would 
have been reduced to an annuity of 2 per cent. on a 100 millions, or 
two millions ſterling a year | 1id to the company, who then repre- 
| ſented the ereditors of the nation. 

But the project was too great; the capacity of thoſe who were in 
the management was too fmall, and the time was too ſhort for 
bringing about ſo great a revolution: thus it failed: but in a way 
which ſuggeſts no reaſon to believe that it might not have been 


Cray, XXXIV. The denomination of the paper was reduced to 
one half by an act of power: a man who, for example, had a bank 
note for 1001. had it reduced to 50/. This at once deſtroyed the 
whole credit of France. But it would have ſtood its ground, with- 
out-doubt, had the Regent called the fifty pounds with which he 
paid ſuch a note, one hundred pounds; although, if you abſtract 
from the intereſts of debtors and creditors, which never were 
attended to, it was abſolutely the ſame thing. The altering the 
denomination of paper implies, however, this additional injuſtice 
above that of -#ltering the denomination of coin, that it changes 
the value of the paper in all caſes; becauſe it contains no other 
value than the denomination: whereas coin has a value indepen- 
dent of that, which no law can alter. 

CHae. XXV. The form of a bank propoſed for France, in this 
chapter, is pretty much the ſame with that mentioned in chap. 16; 
only here 1 have not even admitted the payment of the intereſt in 
coin, for fear that an act of power, by carrying off a few thouſand 
louis d'ors on a prefent exigency, might torally ruin the credit of 
ſuch a bank, and conſequently draw ruin on the whole nation. 

This bank is intended merely as an office for keeping accounts, 
between people of property, ex thereby of greatly increaſing and 
ſupporting circulation. 

VOI. II. K k k Kk | CHAP, 
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-1:Guxe; XNXVIE Having diſmidled the fubje of banks of cireus 
lation, I come next to thoſe of depoſit. Here:I doduce che prinviples 
upon which the: bank of Amſterdam is eſtabliſhed; - 44 4, 
(i This bank- iſſues novpaper,) and! grants credit upon no ſecurity 
but coin locked up in then uaults. Conſequently, the ground of 
their credit is che faithful preſervation of this coin. Were it at any 
time to be diminiſtied belowicthe value of che credits written in their 
books, the nature of the bank would be changed. Were the coin 
to be lent on good ſecurity; ſuch a bank would chen immediatety 
become a bank of circulation upon mortgage; ſince it would be 
the ſame as if the credit had been at firſt granted upon that ſecu- 
rity. Were the .coin.difpofedi of for no walue, the- bank would be 
from that moment bankrupt in fact, your the * might be 
kept fox a long tima 2 3 10 gui: 

CRP. XXXVMII. The intention of elabliſhing a ban of this 
nature at Amſterdam as to fix the feat of trade in that city. The 
ordering all bills of exchange ts.be paid to the bank in coin, and 
the giving to the holdevs of he bills only a credit in bank for che 
value, was an effectual means o obliging the proprietors of that 
exedat to carry on their trade in the place where their funds were: 
eſtabliſhed beyond a poſſibility of removing them, except by tranſ- 
ferring them to others Who, by accepting of the transfer, came 
under the ſame neceſſiiy. Were indeed trade to become incompay 
ble with the ſituation of the city, as if an earthquake ſhould fill 
up the port, then the bank would either be removed elſewhere, or 
the credit writ in their books would become of no more value than 
goldꝭ in an inacceſſible mine. This regulation alſo prevented the cir- 
culationſof bad coin; becauſe hen payment of bills was madd to 
the bank, they took n ſhould be re- 
| ceived. G91 14211) 101 40s 7 12513 gbavk Aue MT S011 0102 £1114 

From cheſs regulations: it; appears that money cannot be multi- 
phed by/banks>of depaſu z but unn che other hand, it cannot bu 
Ne He en . expor mim without the act of the ban; and ihe 
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transfer of oretlit anſwers ouery uſei bf cuin am trale/and prevents 
alſo its waſte in circulation] Job 40 Slot 09 1490 31109 } ng! 
CAP. XXXVIII. Coin is liable to conftant viciſſitudes. Its deno- 
mination may be changed by an act of power, andi its real weight 
maybe diminiſhed in circulation. But hen it is locked up, all 
theſe. inconveniences are prevented. Bank money, therefore, being 
the value of the coin locked up, is conſtantly the ſame: whereas 
all coin which circulates is liable to variations; conſequently, theſe 
variations are relative to the coin Which circulates, and not to the 
bank: money. The r een che one and: the other is 
called agio. - | 

OCHAr. XXXIX. Many ts cnagined d he FRIES of "R ak 
of Amſterdam to be immenſe; becauſe no body can ever take any 
thing from it, and that it is conſtantly receiving new augmenta- 
tions: but the policy of the bank itſelf deſtroys this ſuppoſitiom 
and ſhews plainly, that the ſum locked up never can exceed — 
is abſolutely neceſlary for circulating the trade of the city. | 

It is true, no perſon can go to the bank and demand Gd 
amount of his written credit paid him an coin. But were the written 
credits to exceed the uſes found for them, tlie value of ſuch bank - 
money would diminiſh ;, conſequently, the value of the circulating 
coin would increaſe, which is the ſame thing. Now as this would. 
prove a great diſcredit to the bank, they employ a ſet of caſhiers)or 
brokers to keep the balance even. Their buſineſs is to buy and ſell 
bank credit with current coin, and to theſe che bank gives credit. 
When there is a demand for bank credit, the -caſhiers ſell it for 
coin, and both parties going to the bank, à new credit is written, 
orthe caſhier s credit is transferred to the buyer. When, on the other 
hand, coin is demanded for bank credit, the caſhiers pay for it 
with coin which the bank lends them; and for their repayment, 
they trans fer tothe bank; te crodit they have bought with it. This 
needs as little explanation. Sappaſcoric to have credit in bank for 
a, thouſand! ;gilders, wich h wants / to ſend away in coin. Ha 
goes to the caſhier and ſells his thouſand gilders of bank credit: the 
KK Ek k 2 bank 
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CHAN, I. 


—OREIGN | circulation is carried on by bite f Wt 
change. 


When reciproeal debts are contracted by different countries, che 
eredicors in both take payment at home for the bills they draw to 


me order of thoſe who, "tt z, and they again indorſe the bills is 
their creditors abroad. 


In this contract four parties conchr: the domeſtic and fore oreign 
creditors; the domeſtic, and foreign debtors. This operation can 
extend no farther than to the amount of reciprocal and equal debts ; 
11 there be a balance owing upon one ſide, this balance muſt be 
paid in value, either in money or merchandize. Now as a debt i is 
much eaſier diſcharged by compenſation than by pa payment, , mer- 
chants endeavour t to profit, of this Fi fey every or one 
endeayours, ahke when mere is a balance on one fick e, it ope tes 
upon the Whole of the exchange, and every one mufl bea 0 bear his ſhare 

the EX Ce. of Sit. |, 5 : mo 5219101 
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facilitating to them the e 2 es 755 balances due upon 
the total of all their tranſact of the nation is upon 


the balance due by the 2 ; ** — of paying t the balance, 


of 


carer ad to, . 


her ſubjects, and > relaive gin 10 hers 
The attention, therefore, of a ſtateſman in what regards ex- 


change, is, 1m, To take cure that the lerye* par between the value 
of the national money and the money of other nations, ſhall he ag 
much as poſſible proportional to unn ec nrd 
in each. 
adh, To remove dorneftic inconveniences Ir ppg with the me. 
rals, or national coin, every unavoidable balarice. 100 n 2TODITI, 
tio, To hinder the-expence of acqultüng A ſmall valance fron 
occaſioning a loſs on the compenſation of reciprocal debts. 

Ind, ate, When he finds an inconvenience in allowing the ert 
or to goo out of the 45 5 he muſt aſliſt in having the balance 
paid in the way of credit. dan QT EY nen 

char. II. "The beſt method for determining exactly the true atid 
| intrinſic value of the m etals, coin, ar money, in which the balance 
due to or from 14 1 nation, is to be paid, is to compare tlie 
9 5 tive valu alue of fine bee on with the reſpectibe denojniniticns 
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value, which totally diſcharges it, or by givin ſecur} for it, and 
Paying intereſt: hilt this les he pe 80 Beained” We 005 2 


this chapter the tethödls bf tifchargitig it. 

A ſtateſman is the beſt judge when his people c ought i 5 wit \ 
bullion, and when With credit! if be A Proves 8 their pay 8 
with billion, hat id, with' gol bad and fly , b mould render os 
exportation of the cheats d Lal 45 poſſible. ie! a duty be Jaid upon 
coinage, he need not be affaid ie any one will ſend off the coin, 
as long as bullion can be found; ; and when this runs ſhort, if 10 
does not chooſe that His coi mould g0 out, he muſt lend bas aſſ 1 
tance in paying with credit.” If ne finds it againſt his intereſt ei 
ther to pay in one way or in the other, he muſt put a ſtop to the 
trade which creates the balance: for while ſuch trade is permitted, 
he will find it beyond His power to prevent the payment of that 
balance in the moſt hürtful way poſſible to his country. 

I here obſerve, that in countries unacquainted with trade, and in 
others where the whole external commerce is carried on by ſtrag- 
gers, a good expedient for cutting off ſuch hurtful branches of 
traffic is to lay all the reſtraints poſſible on the exportation of the 
metals, in order to promote the exportation of what the country 
can offer in return. But when trade and induſtry are eſtabliſhed, 
theſe reſtrictions ceaſe to be uſeful; becauſe merchants then find 
a profit upon exporting domeſtic productions, which they never. 
Can have upon exporting an intrinſic value. 

A ſtateſman, rherefore, ſhould conduct his operations according 
to the ſituation of his country. If foreign trade be unproſitable, 
cut it off as much as poſſible, and lay every reſtraint ' upon the ex- 

A of coin. Te it be profirable, hy no eRtriftibhs | on pay. 
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1 12D) Wine 9 th ) f ange is neither a ar 
e 
fav e es an in ſtability in the 8 upon wade, and | 
thou 1d eine be, k ept at par by all poſſib f le methods. 1 alſo 
| thew tio now exchange Is 9 655 ble rogxporrjinn, when the balance 
1s againſt a country, and h W. he exchange 3 is unfavourable in that 
reſpect i in proportion as the balance is for that country; and as 
whatever exchange is gained by exporters js loſt by importers, and 
vice verſa, ſome have, concluded, that An unfayourable. balance does 
of itſelf deſtroy 1 its own pernicigus effects, and ſets the balance even. 
1 endeavour to diſprove this propoſition, by ſhewing how the im- 
porters are indemnified, as to their loſs by the exchange, from the 
additional price they get for their foreign e at home; 
whereas the exporters cannot raiſe their, prices A road ; becauſe. 
foreign « competition will not permit thera. 80 that! in one caſe the 
wrong balance hurts the rich conſumer at home, who can bear the 
loſs; and in the other, the right balance hurts the poor manuface, 
rurer, who cannot, Hence I conclude, that it ĩs greatly for Oe 
reſt of a trading ſtate to keep FO at all rr 1 a 
par as poſſible. 225 A 
That this is a practicable frheme, 1 orove by a matter of fact, 
and by a an experiment made in France by a late miniſter; here, 
upon a certain occaſion, the exchange having riſen to a great h 
againſt France, he immediately brought jr, to. par, by.ordexing bills, 
upon Holland to be furniſhed at that rate, to thoſe, who 20 dey 
mand them; and by raking upon himſelf the expence. of ſending. 


4 paid for ſuch, bills, 30 che Piacg upon, which they, were 
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trading nations; becauſe in proportion as they are benefited by 
facilitating the payment © \the caſual balances due by them from 
time to time, in ſo far is a prodigal nation hurt, by facilitating the 
diſſipation of their property, and by 8 a 77 W uv 
transferring it to foreigners. Wn d ss 1 

CAP. V. When a nation owes a balance, after all the payments 
they have been able to make, either in coin, bullion, bills, or mer- 
chandize, it is evident, that what remains can only be ſatisfied by 
obtaining credit for it, at the experice of mortgaging the country 
and paying intereſt for the remaining balance. When this, how- 
ever, happens to be the caſe, it involves the nation-debtor in a 
multitude of expenſive operations conducted by exchangers, who 
conſtantly find a profit in carrying them on, though at a very 
great loſs to individuals within the country. To prevent this 
inconvenience, I propoſe, that the ſtateſman ſhould take upon him- 
ſelf the obtaining of credit abroad, for the balance due by the 
country he governs; and that the expence incurred by this opera- 
tion ſhould be defrayed by the public, whereby every individual 
within the ſtate will contribute his ſhare towards maintaining an 
uniformity in the profits upon trade, and ſupporting the ſtabiliry of 
commerce, from the regularity of the courſe of exchange at all 
times. This operation reſembles very much another of which we 
have already fpoken in treating of banks of circulation upon mort- 
gage. There we recommended the payment of foreign balances 
as a proper branch of bank adminiftration : Here we recommend it 
to a ſtateſman to interpoſe voluntarily between his fubjects and their 
foreign creditors. This is the beſt method of ſupporting commerce, 
when it happens accidentally to fall n the difvanfagernem of 
an unfavourable balance. 


IT L QECO OMY 62 
Ghar gilt. OF PORLIAGAL OP CONOMY.  % 
* Rn 9e - bs ip tar was ri 24 MLL e 4 


2 346 
7s Paar iv 5 07 Public Credit, 
Caar. I. ＋T HE credit of a tate reſembles, in moſt things, char 
of an individual: they differ however in this, that 
"when. a private man contracts a debt, he himſelf i is anſwerable for 
it. When a ſtate contracts a debt, thoſe who contract the obliga- 
tion in the name of the ſtate are not reſponſible for it. Hence it 
happens, that private people are commonly more anxious about 
paying their debts than ſtateſmen are who adminiſter for the pub- 
lic. Another difference is, that public debts do not ſo much aſſet 
the proſperity of a ſtate as private debts do that of the debtor. The 
intereſt of a private debtor is ſimple and uncompounded ; that of a 
ſtate is ſo complex, that the debts they owe, when dug t9 Citizens, are, 
on the whole, rather advantageous than burdenſome: they pro- 
duce a new branch of circulation among individuals, but take 
nothing from the general patrimony. _ » 

In deducing the principles of public credit, we muſt ſuppoſe i it 
the eſtabliſhed maxim in the ſtate to adhere to the faith of their 
engagements; and that a permanent fund is appropriated for the 1 
payment of the intereſt of all the money borrowed: a liberty mult i 
be ſuppoſed, at the ſame time, to redeem the obligation by ade- 

quate payment; and alſo an eaſy transfer of the capital from hand 
to hand, to indemnity every creditor tor the loſs of his capital, 
which is not demandable from the ſtate, as the caſe commoply 1 is 
in private ſecurities. 

The conſequence. of che ſwelling of public debts, is, to occaſion 
a proportional augmentation of contributions out of private pro- 
perty. The conſequence of this again, is, to produce a vibration it 
the balance of domeſtic wealth. This creates a monied intereſt, | 
which ſwells in proportion as public debts increaſe ; and which may {4 
ſwell to ſo great a height as to transfer the income of a whole 
nation from the nominal proprictors to the public creditors. a 
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A ſtateſman, therifete ought carefully to attend to the ſpirit of 
the nation he governs, before he gives way to a regular and ſyſte- 
matical augmentation of publie Gehts. Ir monarchies, the pro- 
prietors of lands may bear for A eile the temporary diminutions 
of their anal income, . they will not eaſily be nde to 
fubſeribe to a plan which evidenthy tends to deprive them of all 
tliey have, and e 
whom mi have confiderdd ag tlleir irrferiors. Nel 

in mbnarchies, therefbre, & great Theteaſe oF public debts enn 
more probably Bring on'a rata bankruptcy, than in Sovemm- 
ments which partitipate of che repüblican form. 

he conſequences; therefore, of the ſwelling of public debts 
my be, eicher, Ins, 70 ALA the tranquillity of che ſtate, by 
ani attempt to transfer: tHe propetty or k from the real Fee to 
A new created monied int ereſt: Gr 


Aach, If a ſyſtemarical p lan of borrowing upon folid ſecurity *. 
not tai down, it may P A tral on a general bank- 
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*. tin, i debts' be be allows wed to well beyond d 0 due bounds, ſo 48 to- 
hurt the intereſt of 5 great eat body of the F the ſtate may 
beer Sed to adopt the fatal expedient of a ſpunge: or. 


te If he ſpirit of the people, prove compatible with the f 
of borrowing and ſupporting public credit to the utmoſt extent, | 
then the whole income of the nation will remain in perpetual fluc- 
tuation, paſſing from one ſet of creditors, to angther, the ſtateſman 
Aill retaining t the adminiſtration of it for, their uſe ;) πν 4 
Ste, If the debts contracted become the prey of forgigners, 
theſe will either remove into the country, where, their funds are, or 
che income of the whole will he converted into a foreign tribute. 
Cna all., While Publie enpencec was defrayed, from tres ſurs, 
public credit was a thing unk nn. While ſupplied from rapinę 
and extoxt ion it never could exiſts During the ſimplicity of ancient 
manners, When, there: was: neither induſtry or, circulation, credit 
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was unneceſſary: the cou! was mort dun ſuſſicient to:-farve every 
purpoſe. of. alienation; 3 ie, ood in ,anmron ad nos: gs 

| When trade and induſtry hegan 10. make à ptogreſs in Europe, 
in the Hans towns, and in the, republics of Genea and Venice; the 
conſequences of their credit ere ſaoh felt by Princes, hg aul 
wardly began to imitate their examples firſt. by borrowing more 
upon mortgages of their lands and primcipalities s and afterwards, 
by impoſing taxes and ſelling * get to a 
moſt rapacious ſer of men, the, t | „This ſprœad oppret- 
hon, and this again ſoon brought. —— tQ ꝓ oh rt , own 

Taxes, however, once eſtabliſhed, in this violent method, and 
upon urgent occaſions, came, in time, to he improved, and formed 
a large fund, which now ſexves as a ſplid baſis. for public credit. 

Cuar. III. While taxes were only appropriated. for a tima: for 
the repayment of the debts contracted by a. ſtate,, the attention both 
of the ſtate and of the lenders was totally fixed upon the diſcharge 
of the capitals: but in proportion as money increaſed, in conſe- 
quence of the whole ſyſtem of modern political oeconomy, the 
lenders formed to themſelves a new point of view, viz. the acqui- 
ſition of a permanent intereſt ariſing from a transferable capital. 4 

In order to make his change of policy from borrowing with : a 
intention to repay the capital, to borrowing with an intention to 
pay a perpetual intereſt, the more ſenſible, I have traced in this 
chapter the progreſs of the firſt, by a teview'of the plan of public 
credit in England until the end of the laſt century. 

Here 1 analize briefly the ſentiments of Dr. Davenant, and compate 
them with thoſe eſlabliſhed in our days, when the latter policy tias 
taken place] and: uphe¹n the whole 1 determine, that the difference 
in che fyſtem of publit credit then and at preſent, has proceeded 
principally from tlie difference in the ſtate of circulation, and from 
the expedients nom. fallen uon for increaſimg the quantity of mo- 
nere in proportioi ts eluſes Wund for 11: 

nr IVI Aten æbmpare the ard of public eredit ee 
during the-adriniſtratioh"6f Cardinal de Ricklieu, with that of 

LI1Il 2 England 
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England after the $6VGttion.” "Here" 1 enden vobr ts point out he 
influence which the different forms of government Have upon the 
ſtability 'of public credit, botlr in tolttractivgy and in paying off 
public Nani 5 0111/5019) 10 9 Or or tod tot bpb ar nete ome on 
5 France, "the pow wer of the” Prince furniſhes' many expediems 
for | payin g off cap 81 which' had been e at an exorbitant 
intereſt 1 in times ry zuBlic diſtreſs. h Mglqrs 
a England, the limited power of thie crown, and the reſponſi- 
bility of miniſters for their exercite of it, is a great ſecurity to thoſe 
who lend rhoney to the ſtate; and conſequently; proves a very 
great advantage in contracting debts upon reaſonable terms. 
The longer the two ſtares ſubſiſt, the greater will the advantage 
be found 1 in favour of that which EEE . moſt ep to the 
fajth of its public engagements.  ” | 
* When the credit of France and England are cotpares contre 
| the difference between them is moſt remarkable. The ſtrict ad- 
herence to the faith of public engagements has eſtabliſhed, in 
England, ſo nice and ſcrupulous a credit, that the ſmalleſt devia- 
tion from its principles may prove fatal to the whole ſyſtem. The 
credit of France, on the other hand, has been accuſtomed: to a 
rougher uſage ; and the frequent acts of power, to the prejudice 
of creditors, rather occaſion à temporary damp than a total de- 
ſtruction of their credit for the future. Such acts of power, how- 
ever, in critical circumſtances, prove extremely hurtful; and the 
advanta ge of a well eſtabliſhed credit will, in all probability, either 
open | the eye es of that nation to their on intereſt, or bring cala- 
muies upon them, which now . e _— 'Feaved,) _ 
: reſent ſituation.” Eins £91 5 F e c cri 
Car. V. This chapter contains u ebe Hincwof the e 
public « credit, as carried on in Great Britain, from the end of the 
laſt century, 0 the cofictuſtdtx of repeats in 2563, 1 here enu- 
| merate the princip al operations enleuated for onlarging rhe fund 
of Brizifh Area by enge ging the bafil if. England: to turn 
iuto 1 money the diſcredited bills and tallies of the exchequer. '1 
2 5 IM have 
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have pointed out cha, princigle,upich. cirpamſcribes this power i 
the bank within certain limits, I have, traced the progreſs an 1 
fluuations of the intereſt of money; which have conſtantly cer 
in proportion to the demand for borrowing or leadin g in the mar. 
Ket at che time. I have mentioned the riſe of the ſinking fund! 
and che uſe which has been, made of, it. L have endeavoured tq. 
explain the methods of borrowing, by, premium, and have pointed 
out the inconvenience attending that Plan, as long as the principal 
view of diminiſhing, a nation's debt is confined to expedients for 
lowering the intereſt, of the capital. I have given a progreſſive 
ſtate of the augmentation of the debts of Great Britain at the end: 
of every war; to which I have 0 a ſhort ſtate of the na- 
tion at the laſt peace. q Fig 

I conclude my chap by ee 1e for the 1 1. tow 8 
ſtate of public credit in Great Britain; which has been principally - 
owing to the large ſums of borrowed money inveſted in the funds 
before the peace, upon the proſpect of a ſudden riſe in their price, 
on the return of public tranquillity, This riſe, would, undoubtedly 
have happened, had it not been obſtructed by the negeſſity which 
the nominal ſtockholders were put to, of bringing their funds to 
market, in order to anſwer the demands of thoſe, from whom they 
had borrowed what they had inveſted in ſtock : and until this opera- 
ion be compleated, that is, until the funds of Great Britain be- 
come veſted in the real proprietors of them, the. ſtate of Public 
credit will conſtantly be undetermined, - 
| Cnay. VI. Having given a. ſhort ſketch of the preſent” ſtue of 
public credit in England, I endeavour, in this chapter, to extr act, 
from the beſt private authorities .to which I could have acceſs, a | 
-paraltebview- of the affairs of France, ſo, far as relates to its reve- 
mucs, taxes, and debts, at the peace 1763. 

Buy the revenue of branee I here underſtand, not only what 
comes clear and neit into the King's ceſlers, but al what 1 1s Far- 


. Wen e oy es: 4 2 $I RAPS thn not, held 


8 r * 
49 10 Sine bun eilid by 1533000 f Wn leine 


L 


” 
7 3's 


% AN INQUIRE INTO; THE'ARINGIPLES Fos V. 


between the revenue ef made andibatof England, asxepreſented 
in the preceeding chapter, without attending to this difference. . 

Tae nett revenue of England charged with all its debts and ex· 
pence. af government Me have ſaid to amount to 10 21.3 009 . The 
groſs; revenue of Franc, on dhe her eee . * Wl 
247408947. fevingo7 g f tome?! ol uit Head vw nocd; 

But if from this be deducted tat pare which, never enters the 
royal treaſure, and which is expended in levying the revenue, and 
in appropriations far particular perpetual, expenses, to the amount 
of 6815 111 J. ſterling, there will remain of net income, paid into, 
the King's coffers, and charged with all the een ROB 
government, only 17 925 723 L. fierling. n 

If from this ſum we deduct the total amount of 8 denne 
of Great Britain, -{10.213/0007.; ſterling) the remaining ſum of 
7 712 723 1. ſterling, will ſhew the exceſs of the n revenue 
above that of England. ö 

The foregoing ſum of 17 925 723 4. feng, ariſes * the fol 
lowing branches: - 

1m, Thoſe which compoſe the king 8 8 revenue; — 
at the peace 1763, amounted to 12 546 666 l. ſterling, burdened 
with the payment of 2 022 222 l. ſterling of intereſt of the debts 
charged upon it. TIL 1s] 

ada, The eee eee taxes eſtabliſhed for a limited time, alot 
the peace of Anc-Ja-Chapelle. Theſe amount to 2 326 133 J. and are 
totally appropriated for the payment of capitals, and. intereſt upon 
them, incurred during the late wars, according to the principles 
of public credit in practice in England, during the reign, of 
K. William and Or Anne: and ſo ſoon. as this fund has cleared 
che charges upon it, it is 0 es; being no permanent branch of 
revenue. 72 Dasksd 57 40 ain live Dh: 

ztio, The —— revenue raiſed on account of che laſt war. 
This amounts to 3 © 82 923 7. ſterling, and conſiſts of the ſecond and 
third twentieth penny, granted for a very lirdited rirde, ardappre- 
priated, as the former branch, for diſcharging the debts lately con- 
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rated.” The fun ef thefe tives! brunches made the total of the 
17 925 723K . _ ery em Went — ogy 
the public debts. r h2QT&(l bagkgns 10.0 

f we ereFor wuppele Ute two i branchover: French revenue 
to be continued until all the detbts charged upon them are paid, 
then we ſhall find the ſtate of that kingdom reduced to the King's 
ordinary revenue of 12 548 666 f.; from which however muſt be 
deducted at leaſt one half of the capitation. This half amounts 
to 1 192 222 H ſterling, and is ſo burdenſome, that irs continuance 
will be impoſſible. Ihe revenue therefore will be reduced to 
11 364 444 J. fterling, charged with 2 022 454 J. ſterling, intereſt of 
debts; of which indeed 71111 J. are annuities mann _ 
muſt therefore be extinguithed-in time. 

According to this view, the revenue of France will: bout ms i 
ſterling, charged with the annual payment of 2022-222 J. intereſt 
of debts : and the revenue of Great Britain is 10 213 o charged 
with the annual ſum of 4 860 000 1. intereſt of debts. 

What remains free for France is 9 oo 222 V mn 
England, 5 3573 l oy 

But out of this free revenue of France wok bededudted the per 
manent artieles of expence charged upon the ordinary revenue, 
excluſive of the intereſt of debts already deducted. Theſe articles 
amount to the ſum of 8 468 889 J. which being deduced from 
9 342 222 J. leaves a free balance of no more than 873 333 J. 

On the other hand, if we ſuppoſe the net amount of the revenue 
of Great Britain, after paying the intereſt of its debts, to be, as 
above; 5 3536007 und if the expence of the current ſervice of tlie 
year, including he vil liſt, be ſuppoſed to amount to 4800 000 U. 
ſterling, as it nearly; did, before the commencement of _ wat, 
there will remain on free balance 553 000 /. * = 

IN As! 30: 0 35% no Dalia ffn t yvignthbrogened vt og 
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From all which we may.conclude;:thac/abftractivg] m era 
ordinary ſupplies for extraordinary exigencies, the revenue of both 
nations is pretty nearly in proportion to their current expence; and, 
dherefore their reſpective powers, hen engaged in war, will be 
in proportion to their credit at the timmmmuuſaſa 3 07 Ale 
Char. VII. In comparing the credit of che two nations, co 
things enter into conſideration. Firſt, the confidence of the world, 
an the ſolidity of their reſpective public faith. This I take to be 
Totally in favour ef the Britiſh nation. The ſecond is, che ſolidity 
and extent of the funds, which are to be provided in ſecurity; of 
the ſums to be borrowed upon future emergencies. Theſe re- 
ſources, in France, we have ſeen to conſiſt in their dixicmes, ving- 
tiemes, double capitation, and extraordinary impoſitions upon tlie 
clergy, and other bodies politic; taxes ſo burdenſome in their na- 
ture, and ſo contrary; to the ſpirit of the French nation, that it is 
hardly poſſible they ever can be made ſo permanent as to anſwer 
any other purpoſe than a ſhort temporary appropriation. 
he true reſources of Erance are conſined to thoſe taxes upon 
copſumption above enumerated, which do not enter into the ordi- 
nary revenue, and which are now impoſed and appropriated only 
for a time. When theſe taxes become free, they may no doubt be 
xendered perpetual, and appropriated for a future fund of credit. 
On the ſide of Great Britain, the caſe is diſferent. The greateſt 
part of her, revenue is already perpetual and the only cwo 
branches of annual. grants, the land- tax and malt-duty, are not ſo 
oxceſſively burdenſome, nor ſo repugnant to the genius of the 
people, as 840 render; te railing of them at all precarious. And 
were this nation; once to adopt tha ſyſtem pf qaiing money, iu 
time of peace, ſuſſiqient to defray the; cliu ges of gbvernment, the 
ſinking fund would prove a reſource for tlie future, far above any 
ching that France can boaſt o. % HODGE 0 
n NW. Havingaby this hort ſgetuluoff the tare of r,dt in 
Seat Brita ano rrancu, prepatced à ſurd of carats forfour 
mer reaſoning, proceed „ to ſoamecombmations; 
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| - 9H THAT 54099495 . an ee 
ſtretched credit. tr IEOSOED TS 107 © 
In proportion as all is uſed for borrowing” ey e 
abroad, either a ſupply of currency muſt be provided for filling up 
the void, or alienation, trade, induſtry, . muſt ſuffer a check 
And even if money ſhould be borrowed to be ſpent at home, an 
additional quantity of it — AR n this 
3 of the ſtate will require it. 
Every fund of property may — 0 
aſſiſtance of credit, providing the ſtateſman lends his hand to the 
operation: and the fundamental principle for fupporting credit of 
all kinds, is, Aung one . res- 
to pledge for it. b fl [+ l 
When money is borrowed wy a Ronny Abe pebe Abend TY 
muſt either be made in coin, or in paper. If in the firſt; it is ex- 
ported; becauſe coin is the money of the world: if in paper, it 
muſt either be converted into coin, and exported, or it muſt be re- 
mitted by bills, drawn upon countries, debtors to England, for ex- 
ample; or, in the laſt place, it muſt be paid in the way of credit, 
by conſtituting England debtor to the Continent for it. When it is 
paid by bills drawn upon countries, debtors to England, then the 
conſequence of ſuch a loan is to convert the an m wade ines 
a capital in the public funds * 9 41 
in whatever way money is dakewis by "__ whois: man | 
natives, or foreigners, the conſequences are the ſame. The opera- 
tion of a favourable balance of trade will transfer what is owirig 
to foreigners in favour of natives; and a' wrong balance of trade 
will-transferithe property of natives to foreigners. 
If no check he put to the augmentation of public debts, if they 
be allowed conſtantly: to accumulate, and if the ſpirit of a nation 
can patiently ſubmit to the natural conſequences of ſuch a plan, 
it muſt end in chis, that all ꝓnoperty, that is income, will be ſwal- 
lowed up by tares; and theſt will he tranaferted to the creditors, 
tha Rate retaining the adminiſtration of the revenue. af! 
VOL. II. M m m m The 
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The ſlate, in that caſe, will always conſider thoſe. ho enjoy the 
national income as the body of proprietors. This income will con; 
tinuc the ſame, and the real propxietors will pay che taxes im- 
poſed; which may be mortgaged again to a new ſet ot men, wha 
will retain the denomination of creditoxs; until by fwallowing.up 
the former, they thp into their places, and become the body of 
proprietors in their turn, and thus perpetuate the circle. _ 
* Crap. IX. But as a thouſand aceidents may put an end adi 
eredit, before ſuch mtricate rcvolut ions can be.accomplithed, ; the 
conſequence mult be a bankruptcy: This may either happem by a 
deliberate act of government, or from che 1 2 — 
proceeding from an vor-. ſtreched credit. i lia 

I here endeavour to ſhew, that it is impoſſible to 2 a fopnaſtion 
of elrcumſtances, in which a deliberate act of bankruptcy can be 
a prudent meaſure. The only end that could be propoſed to be 
attained thereby, would be, to relieve thoſe who are oppreſſed by 
taxes. But a ſudden abolition; of taxes would have the effect of 
ruining the landed intereſt, as well as all the manufacturing claſ- 
ſes. Sudden revolutions. are conſtantly pernicious ; and no revolu- 
tion can be ſo ſudden as that of a bankruptcy. If ſuch a revolu- 
tion ſhould happen, from circumſtances which can neither be 
tore ſeen or prevented, the beſt expedient would {till be, to adhere; 
as much as poſſible, to the faith of public engagements; becauſe 
noiexpedientwould be ſo bene of % conſequences, in {| unh 
a calamitous ſituation. 

While the debts of a nation are 8 to its ſubjects, and chile 
there remains any balance due in favour of the nation, no increaſe 
of debts can neceſſariiy bring on a bankruptcy. It is a contradiction 
to ſuppoſe that a nation can become bankrupt to itſelf. But when, 
on the general ſtate of payments between a nation and the world; 
there is found an annual balance due, which cannot be compen- 
ſated either in the Way / of payment, or in the m oh: 1 
—AA xc ger: wats N bann ett 
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--From”"this reaſoning we may conchade, hat the method of de- 
termining the exact extent of public credit, is to keep a watchful eye 
upon the increaſe of debts due to foreigners, and to compare theſe 
with the favourable balance upon the trade of the nation: When 
thoſe debts and this balance begin to draw near to an equality, if 
part of the capital of the publie debts be not immediately paid off, 
by an augmentation upon —— the —— con- 
ſequence will be a ſtate- bankruptcy. 18 5 
Cuar. X. The firſt requiſite for coating 3 is to 
eſtabliſh a fund for fulfilling public engagements. This procures 
the confidence of the lender. The next is, to eſtabliſh an exten- 
ſive plan of credit n which _ ning all times 
to keep circulation full. $1 181 1 
When, from the effects eee too 1 2 from 
time to time, drawn out of circulation, the void muſt ſpeedily be 
filled up. If this be neglected, taxes will not be paid, as has been 
often obſerved: beſides, if money be allowed to become too ſcarce, 
in proportion to the demand for it, intereſt will rife, and borrow- 
ing will berome nun more Nn to wen 


general. 110 
Foreign expence Pl ee drains * 81 of circulation at 
home: hence à multitude of inconveniences ariſe. Jo pre- 


vent theſe, I ſuggeſ a new ſcheme of borrowing, by — 

ſubſcriptions in foreign countries where the intereſt is annually 

to be paid. This being to be remitted by the country borrowing, 

à ſtateſman may, with the greater eaſe, obviate the inconveniences 
which might ariſe to cireulation from ſuch remittances. 

In this chapter, I endeavour to prove by — | 

illuſtrations, that national-diſtrefs-is more owing to a ſcanty circu- 
lation, than to circumſeribed property; anda ſtateſman who ne- 
glects to employ every method for keeping up the cireulating equi» 
valent within the ſtate he governs, to tho full proportion of all the 
_ found for it, fails in the moſt: eſſential requifire:For- promoting 
Mm m m 2 the 
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the proſperity of his people, and the eſtabliſhment of his own. 

credit. 

Having pointed out theametheie of contracting debts, I proceed 

to the method of paying them. This may be eee in ſix 

different ways, by the help of a ſinking fund Which, | 
mo, May be applied annually, to the nne of certain capi- 

tals, at the option of the ſtate / Or, 

2do, According to a certain rule, to determine the preference. 
rio, By appropriating the fund, fer the payment * a propor 
Vana part of the whole outſtanding capital. Or, 

46, By reducing the intereſt of the capitals. Or, 0 0 
Fto, By converting the whole of the capitals into 8 
annuities, proportionate to the extent of the ſinking fund. Or, 
66, By the ——— — the — n _ 
gameſters are willing to loſe. OUT SOLES eee 

I point out the advantages na e tesber of every n 
'The firſt five expedients are too plain to require a recapitulation. 
The ſixth amounts briefly to a ſuppoſition, that the intereſt of the 
public debts is brought, by a proper chain of adminiſtration; to a 
lower rate than in any other part of Europe. In this ſituation, acei- 
dental circumſtances will occaſion (as at preſent) fluctuations in 


the price of the ſtocks. When they fall below par, let govern- 


ment open ſubſeriptions for lotteries, to be paid in ſtock at the 
market price. Subſcriptions! alſo might be opened, and the old 
capitale might be received at the market price, and eonſtituted 
a- new at the current intereſt, with a ſmall premium above the rate 
at the time. By ſuch means, the ſum of the old capitals would be re- 
duced, and a ſmall benefit would accrue to the ſubſcribers! ! Then, 
upon the riſe of the ſtocks, che intereſt on thieſe ſubſcriptions 
might be reduced again; from which a double benefit would re- 
ful”; the price of ſtocks would be ſupported on one hand, and the: 
capitals of the public debts would bo reduced on the other 
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ee TAVING already explained the effect; of: as pom 
domeſtic; cixeulation it now remains to inveſtigate 
che eee by „ ere as Og on wt ee 


objects. 


Cu Ap. I. 1 divide raxes 1 which affect 3 
tion, or, more more properly, what may be called expence: cumulative, 
which affect property; and perſonal, which conſiſt. in perſonal ſer- 
vice. Theſe 1 explain by giving examples of each. 

Char. II. Proportional taxes may be ſo impoſed as to aſfect 
almoſt every expence of living; and as all expence ſhould axiſe 


from income, not from ſtock, the firſt principle of taxation, is, ta 


confine all impoſitions to income only: Whatever affects a capital is 
oppreſſive and unjuſt. But as in all. expence there is alienation, 


although in all alienation expence is not implied, the beſt method 


to avoid the miſtake of taxing ſtock inſtead of income, is, to im- 
poſe the tax in ſuch a manner as to affect the conſumers only; in 
which caſe, whoever buys to ſell again 8 draw thats r. 
pletely back,. 
Cn. III. In this: chapter, I fully explainghe opernconor drave- 
ing back proportional taxes. D bluow ilottod Virgo E bun boo 
When che commodities; charged with fuch taxes are either not 
conſumed by purchaſers, or by the induſtrious claſſes, they are 
conſtantly drawn back. except ſo far as CITIES 
the latter is an artiele of ſuperſſui 09D 5 dog ls to e gn 
Hence I conclude, that the price of labour is raiſed by propor- 
tional taxes, in proportion to induſtry only, though the price of 
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the commodity taxed be raiſed in proportion to the tax. Conſequently, 
the more taxes are found to increaſe the price of labour, the more 
we may conclude in favour of the induſtry of the manufacturing 
claſſes: and the more they bring into the exchequer, the more we 
may conclude in favour . thoſe who con- 
ſume the objects of ſuch ta res. 

CHae. IV. The proper objeck of EY WHEY taxes, 18 " ks 
poſſeſſions of the higher claſſes of a people, which can bear a dimi- 
nution in favour of the ſtate, without danger of encroaching upon 
their neceſſary or eaſy ſubſiſtence. It is not ſo when they are laid 
upon the lower claſſes; becauſe theſe are either compoſed of the 
induſtrious, or of beggars. The firſt ſhould be enabled to draw 
pack from the rich, what they advance for the public ſervice. The 
latter have nothing to give; to tax them is n mi- 
ſery, without relieving the wants of the ſtate. 


The great advantages of eee taxes over the canada, 
muy de reduced to three. 

rmo, The proportion between the tax and the object taxed is de. 
terminate. 
| . The proportion may be known to every body. Dug 


1414 


in paying for the commodity you pay for the tax, and baba di 
in buying ſuch commodities is unreſtrained; conſequently, the 
expence 16 ſuppoſed to be in proportion to what your income can 
afford. Whereas in the cumulative taxes, it is, firſt, hardly poſſible 
to preſerve the proportion between the tax and the eaſe of a per- 
ſon's circumſtances. In the ſecond place, f it is impoſſible for tl 

ſtate to aſcertain exactly that Proportion. And i in Wie Ny PR the 
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prepared. Derr „ i 


Car. V. The principal n alleged againſt propor- 


tional taxes, are, Ke That they raiſe, prices: 2. Diſcourage conſump- 
tion: and 3. That they are oppreſſive and expenſive in the collection. 
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Theſe inconveniences are eee nn n 
from what follows. D Int Of bunt s 0 

lun, A e my rightly impoſed, 22 r levied, 
will undoubtedly raiſe the price: of the objects taxed ;' but it will 
only conſequentially raiſe the price of the labour of the induſtrious 
man who pays it; becauſe gs _—_ back in ca: gs; _— 
to his diligence. and frugalitx. 

The price of labour is , „ demand, and 18 inet ly 
by proportional taxes. 90 „ h A* 77s 
240, As to aging eee ir t taxes co ow 
cixcumſtance proves the increaſe of conſumption ; becauſe if con- 
ſumption were to diminiſh, taxes would not be paid, and prices 
would fall of courſe, even to the detriment of the induſtrious. 
Theſe are always the 1 of eum Wee _ 
wrong impoſed. 100 

dd 45/10. dhe expence and oppreiion. in levying them, theſe 
inconveniences are, in a great meaſure, in proportion to the diſpo+ 
ſition af the people to defraud the public: for when they are fairly 
paid, and honeſtly collected, proportional taxes are little more ex, 
penſive, and infinitely leſs oppreſſive than any other. I conclude 
my chapter by ſome obſervations drawn from the practice of dif- 
ferent countries, which point out a method of avoiding mor the 
oppreſſion and the expence of levying proportional taxes, bf 

Cn. VE All taxes are paid out of the circulating ener of 4 
country; conſequently, they cannot exceed a certain proportion of 
that fam. It is not, therefore, from the value of the property, or 
che quantity of conſumprion, that any one can form a gueſs of the 
probable amount of taxes, fo much as from the caſy and Expedir 
tious circulation, which facilitates alienation and ſale, 

Were taxes, indeed, paid in kind, they might bear a proportion to 
fruits and labour; but then they would diminiſh the fund of ſub-/ 
ſtence: whereas they now draw a ſhare of that quantity of nioney 
nenen re Kale of cdi abe. 546) fen 
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The great diflerence beyween cumulative.and-proportional taxes, 
donn in this. That in the firſt, he who pays them cannot draw 
them back in proportion m his induſtry; in the laſt, he may: but 
ſo far as any one of an induſtrious claſs proves idle or extravagant, 
every proportional tax will affect his daily profits, as every cumu- 
lative tax will affect the incame of a fund already acquired. This 
deduction of principles is of great uſe in impoſing taxes; becauſe 
it points out the method of giving to many cumulative taxes 
| — —— on the lower clafls, all e of er 

A Vil. — aucht to be * [& for PAR 1 of the 
public, not of private people: and while that object is fulfilled, 
taxes are beneficial in every reſpect. When they are properly 
levied, they only abridge unneceſſary private expence: when they 
are properly applied by the ſtate, they advance improvement every 
where; and thoſe who have fortunes already acquired, will be 

brought to contribute to the eaſe of the lower claſſes. _ 

Thus by. the help of cumulative and proportional taxes, rightly 
unpoſed, and rightly expended, circulation is greatly increaſed ; 
induſtry is advanced; the public good is augmented, not dimi- 
niſhed; and the burden of payments becomes ſo equally propor- 
tioned, as not to be felt in any degree ſufficient to overbalance the 
advantages reſulting from the general ſyſtem. 
Cuar. VIII. Having ſaid that cumulative taxes aſſect the income 
of funds already acquired, I obſerve, chat this income proceeds 
from moveable or immoveable property. The firſt of which will 
eanſtantly avoid the graſp of every ſtateſman who attempts to lay 
a tax upon it. Cumulative taxes, therefore, if carried to their ut- 
molt extent, r abſorb the whole income of moveable property ; 
but of that only. 

Proportional taxes, again, have been ſaid to affect the ſuperfluity 
of ihaſe who conſume the ohjects of them ; conſequently, if every 
thing which is conſumed were firſt to-ſuffer an alienation for mo- 
ney, a proportional tax might be impoſed upon it. 


The 


— 
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the method; therefore, of 

utmoſt extent; is, to draw to antettiverdrnthingconfnabdeyi and 
inſenſibly to raiſe the tax upon it, ſo high as to abſorb, as much as 
poſſible, the whole ſuperſfluity of the conſumerns. | 

Taxes being carried to that height, che” ſtate will r 
prietors of the whole income of the immoveable funds, and the 
induſtrious claſſes alone will cos rows! 6 in proportion 
to their frugalirty. . 

———̃ EG — eee eee eee 
of proportional taxes, conſumption is requiſite, together with alie- 
nation; conſequently, where alienation takes place without con- 
fumption, as in the ſale of lands, and other immoveable ſubjects, a 
proportional tax cannot be, properly, impoſed. And alſo where con- 
fumption takes place without alienation, as when the fruits of the 
earth are conſumed by thoſe who raiſe them, ann taxes 
cannot, with any propriety, be levied. Farther, 

As taxes do not bear a proportion to effects, hut to circulation, it 
follows, that they can only be raiſed, properly, upon alienation: by 
fale. Many examples however may be found of proportional taxes, 
impoſed in different countries, where neither ſale or even alienas 
tion takes place. Theſe I obferve to be the worſt kind of propor- 
tional taxes, and the moſt oppreſſive to thoſe who pay them. 

From the principle that taxes are in proportion'to circulation, and 
not in proportion to conſumption, we diſcover the reaſon why of 
old they were ſo difficult to be raiſed. Conſumption then went on 
as now, in many reſpects, in proportion to the number of inhabi- 
rants ; but circulation, that 1s, alienation by ſale, bore no propor- 
tion to it. | 

The effect of every increaſe in circulation is to ſwell the amount 
of taxes; and when they are extenſively impoſed in a country of 
induftry, the whole currency is thereby made to flow through the 
coffers of the public, as the blood of the human body flows through 
the heart, and is by that diffuſed through every member. | 
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„ CAI. ILnem min 3he Sonſeguenges gf. tqtal ahalitijon 
of kate the betteb toi he effects which ſuch; an akeratigg 
Ould produce, fiſti upavthe-proſperity! AT * 
atid next, upon that of Define 22 — 
eornupoſe it. Theſehnedu three 10 bit s ob — 
214486, Thoſe wb hdminzſter Boran ⁰n and Who, are, maine 
trained from tha amount af taaes o omooni H nana 41916ih 
An abolition of chem with neſpoct tc this numerous claſs. wapld 
draw conſequences along withcit - Hin deſtructive to their inter 
reſt; and, conſequently,qprejutiicial go that of, all, the induſtrious 
— — — 10t enortechlilgpſto 
ad With reſpect to the ſecond claſs, which I ſuppoſe tobe on 
poſed of the induſtrious part of che people, I obſerve, that an 
abolition of taxes muſt proportionally imply a diminution of cir- 
culation ;; chis would produce. 2, proportional diminution, upon 
alienation; conſequently, would interrupt the induſtry of mau 
and thereby throw, them. into a hurtful competition among tl 
Selyos for ſubſiſtence · And as it has beep proved, that the indulirious 
claſſes pay no taxes) a8 matters land, providing they be ks ext 
and frugal, they conſequently would gain nothing, and mu 
2 great deal by the abolition of em. 
7377 In che third claſi l comprehend thofe whom we have Liber 
.confidered as the opulent and idle conſumers, | Of this category t the 
propbietars:of: land-form.a.conſiderable. branch. They, we have 
ſaid, draw back no part, either of the cumulative or. Proportional 


taxes, which affect them; but although they be deprived of that 


immediate indemnification, , cOmpetens 10 the, induſtrious, they 


reap, in another May, advantages, which: more that e all 


me burden laid upon them. Theſe proceed from the con 0 
of that ſpirit of induſtry which, is, diffuſed over the whole N 55 ; 
in conſequence of yhich,| their. lands, are improved, Va Produc 

wem is readily:difpoſed.. St and, hay proves; ſuperfluous for © 
'4g6Ric conſumptiam meas with aggady, market abroad, and thereby 
"ſupports chene ab a productions, within. the, country, 
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not ty be afictd, then where tHe Sander» of) tates falls, ſince 
every claſs of itihiabitants ſeerhs to gain ſome advantage by them 
* \T atifwer, that they imply no burden wen ritghily impoſec The 
tion of induſtry, in eotfequence oÞ the inereaſe of cite 
lation, provides a fund of wetP«thployeGtinie;\which,; converted 
ind money) is more thun ſufftrient c puynabl the ta res mot imme- 
diately affecting the income of folid' property and the conſtant 
improvement of tis, in eonſequence of the farmer; is more than 
fufflcient to indemnify the land- proprietors .. pn 51h 
© Paxes, in this light, reſemble ihie enpetice laid out upon new 
eſtabliſnments for improvement becauſe in their conſequences 
hey augment the proſperĩty and eaſe of the whole people, not by 
being levied, but by — TAP; n 


in the ner chapter. AHL eee e Ire gornlods 
Cn. X. Here 1 examine whether es 02 ut induſtry, as 
ſome pretend. 1 * One 


_ The doubt concern this point has ariſen n what auxer 
perience has ſhewn, that nations become induſtrious in propos- 
| tion to the taxes they pay. It is not very evident, that the! pajindne 
of a tax by any perſon ſhould enable him to diſcharge it witii Moe 
facility, unleſs it be from the profit he reaps in drawing it hack 
from others, with an additional profit to himſelf. But it is pal- 
pable that the amount of taxes being properly expended by à ſtate, 
Will increaſe circulation, and freſh — OTC 
of every kind.” BY 6th bis 
10 I cloſe mis chapter wirh a ſhort” ebprefeination os i 
ancient and modern circulation; accompanied with: obſervations 
upon pon their felpective effects in rendring mankind induſtrious. 
"I "Gs AP. XI. of al cumulative taxes, that laid upon land- property 
uces the gredteſt amount, with the leaſt oppreſſion to che con- 
Face is Teads te” into a particular inquiry into the nature 
of the lan bras; at it is eftabtifed/in Greae Britain, and in France. 
0 render 1484 444 equal and eafly born; the impoſition ought 
io be prececded by 4 fab valuation of every Article. of revenue 
Nann 2 intended 


4 an WOW Te HH TMG L ES / Boer w. 
intended to be tar, Ah Me of intome hut that proceeding fm 
an immoveabie fund v property} ought to be affected by it. From 
Ms 1 am led to ui ſupprovt of the methochof aſſtſſment efabliſhed- 
in England by the land- tr; and alfoaf blending a tas upon ſolid 
property; withian equal impofitianiupen perſonal eſlares, which re 

Ave ſhewitta bevf@navure incompuitible with cumulative taxation. 
Ilie defects of this kind of impoſuion in France (where it is called 
the tie) ate different. There the rents of lands, which are the 

proper object of every han, ane frequently withdrawn from 
ürrder the' infl{enice of it, in conſequence of the privileges enjoyed 
by the higher claſfes, which ave exempted from the taille. The con- 
ſequence” is; that the French land-tax falls upon that part of the 
wer dafſes Who — — of the ſoil. _ . 
this proceeds a double inconvenience. mots bit off ag los 

If thoſe ho cultivate are proprietors, their portions are, com- 
monly, very ſmall, and a land- tax which would be light to a con- 

ſiderable proprietor, is quite intolerable to thoſe who draw little 
more from their portion than what is neceſſary, for their own. ſub- 
fiterice. '' If thoſe who culrivate are leſſees to the more conſiderable 
proprietors, the burden falis upon them independently of the land- 
rent, which ought naturally to bear it. 

As a proof that this is a true repreſentation of the matter, I rer 
view the Marechal de Vauban's ſcheme, for new modelling the 
fyſtem of French taxation: and from the intolerable oppreſſion 

vhich would follow the execution of it, we may judge of the pre- 

ſent ſtate of taxes in a nation where that ſeheme was intended as a 

coſiſiderable alle viation of their bur len. m 
Nothing but che e ſtabliſhment of induſtry and extenſiye credit 
with a ſubſtitution of proportional taxes, inſtead oi the many cumu- 
luative ones, impoſed om the lower claſſes in France, can ever 
duce a — in paying the conſiderable impoſitions laid upon thay 
nation!!! denn vitgny v1. 97; Iq O hof ei ob id 01 
CH av. XII. The moſt proper method of ; ipokng a land- tax is, 
n doubt, to conſine the impaition to the rent of lands only, 


and 
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umd to lay n on in proportion v0 them · Hut how is it to be expected 
that ever ſuch a plan can tale place in a nation where, the pro- 
prierors of land govern the ſtate! In Francs, che power of che King 
has never been able to eſtuabliſh̃ a tax upon the nent. of lands, for 
any longer duration than that of a foreign war. | 
nation, it has now beeryeftabliſhed for che greateſt part of a cen 
tary. Were it there to become perpetual, it might be converted 
into a new domain, or it might prove fund for diſcharging, at 
once, à very great part of rhe national deb qo 
When taxes are impoſed; it ig of great oonſequenoe to eſiabliſh 
x right adminiſtration of them. The eaſſeſt method for a ſtate, is 
to give them in farm; and chis was the general practice every 
here, on the „ W Dus ore. wee 
rule can be laid down. 516 i 9ldiob 
Cumulative taxes are better adminiſtred- by — Ki ; 
let out in farm. The operation of levying them is firmple ; but 
when they are farmed, the lower claſſes of the people are apt to 
he oppreſſed. When farms are properly eſtabliſhed, an open ma- 
nagement of them is abſolutely requifite: from this new improve 
ments naturally ariſe, which give to the farm almoſt every advan- 
tage of the management by commiſſioners. This improvement. 
is, to divide the proſits upon the farm between the ſtate and the 
farmers: a plan put in execution in France not many years ago, I'M 
No queſtion whatever appears more difficult to reſolve; than that 
of aſcertaining the fund out of which taxes ought to be paid. 
Through the whole courſe of this inquiry, I have endeavoured to 
ſhew, that the real fund of taxes is the money circulating among 
the inhabitants, either in conſequence of ſale, or of payments. In 
order to expoſe this queſtion in a new light, I have commented 
upon two paſſages of Davenant, where he eſtimates up fund from 
the quantity of national conſumption. { QUt7 Eq Ai 71 | 
From this he is led to compute the yearly mendls expence of | 
every man in England at 8'4erting;; when, perhaps the circula- 
tion of money throv gli che hands of many may not be twenty ſhil- 
Ungs: : 
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lings: whereas, according to my theory, it is theſe twenty tHilings 
only that can be laid under any taxation whatever. 

I thought this method of comparing the reſult of Davenant's 
reaſoning with mine, might better ſerve to ſupport the latter than 
any other I could contrive. 

The laſt queſtion propoſed in this chapter is no more than a hint 
to ſhew, that a proportional tax, laid upon meat and drink, is the 
moſt proper equivalent for a land-tax;; becauſe thoſe who purchaſe 
their ſubſiſtence with money are, according to the principles of the 
firſt book, thoſe who conſume that part of the fruits of the earth 
which is equivalent to the land rent. If this be arbitrarily- laid 
under an impoſition, by a pound rate, or otherwiſe, the proper 
drawback, if any be allowed, ſhould be from a tax laid upon thoſe 
who conſume that part of the earth's produce which belongs to 
the landlords. 

I have now concluded this inquiry, according to the plan I at 
firſt propoſed. It is the fruit of eighteen years cloſe, though agree- 
able application; interrupted only by many intervals of bad health, 
and many ſtrokes of adverſe fortune. 

It never was, till lately, my intention to offer to the public, 
during my life, what I had compoſed purely for my own inſtruc- 
tion and amuſement. But upon comparing my ſentiments in ſe- 
veral points with thoſe of the generality of my friends, they have 
been found ſo widely different, that I was thought in duty bound 
to my country, to ſubmit them to the criticiſm of the public. 

To this I have the more willingly ſubmitted, as I thereby ſhall 
purſue my firſt intention in taking my pen; which was, to clear 
up my ideas on this ſubject. And ſince I can now draw no farther 
knowlege from my own inquiries, I muſt expect it from the criti- 


ciſms of thoſe who may think it worth their while to animadvert 
upon my notions. 
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| Shewing the Quantity of Fine Metal contained in them. 
Thy wamber of graze of fue metal in apap can b ſought ants a ee e te country where it is coined, and is expreſſed in the grains 
97 % mene, ee OE EE IAN 
W eee Holland-aces or grains, and 464905 ns, are ſuppoſed to be equal weights ; and the coins in 
| the table are converted according to proportions, 
Gold Coins. | Silver Coins. 
Table of Coins nd to Grains of fne Meta, according to the Troy —— — — 
; 101 is, Colonia, and Holland. _ Paris. | Colonia. | Holland. |} Troy. Paris. | Colonia. Holland. 
C 1 A Guinea by ſlatute - - - - S /+ 14446 | 143.6; | 160.45 
[ 2 A Crown by ſtatute — . - - * way „ 429.68 | 523.2 | 520.2 | 581. 
3 A Shilling by ſtatute - — — - - - - » —_— 85.935] 104.65 |. 1 146.2 
4 A Silver Pound ſterling by ſtatute 1600 - - - 3 - 1718.7 2093. 2080.8 [2324.1 
2 5 A Gold Pound ſterling by ſtatute 1728 — — — 137-61 | 136.8 | 152.8 
8 6 A Silver Pound ſterling in currency = 77 lib. ay 8 — - = — — - [[1639-38 [1996.4 [1984.7 2216. 
< 9 A Silver Pound ſterl. at the pro rtion of gold to ver a8 1t0 14 4 137.61 | 136.8 | 152.8 1638.5 995.3 1983.7 [2215.7 
S 8 A Gold Pound ſterling at 1 proportion of 1 to144 — 144.18 [143.3 160.11 [718.7 2093. 2080.8 [2324.1 
4 9 A Pound ſterling at the mean — in 2. and in i — 140.98 | 140.1 156.55 1678.5 [2044.2 2032.2 [2269.9 
10 A Shilling current = #7 of a pound troy - - » =. - - - =. 81.901] 93.8 . 110.82 
11 A Guinea in ſilver, or 21 ſhilliogs ſtandard — — * - - - - [18040 [2197.6 [21848 [2440.3 
12 A Guinea at the proportion of 1 to 14 |, in filver - - - - - - »- 1]1720.4 [2095.1 [2082.8 [23 
an A Pound troy, or 12 ounces Engliſh weight — — 7019.2 [6973-5 7789.2 
T1 A Louis d'or — — a 8 — 113.27 [137.94 | 137-13 | 153.17 
* * [ 2 A Crown of fix livres — — — - #7. 212 n N 499-94 | 499-22 496.3 5543 
a 3 A Crown of three ditto 2 — - » 1 2 18 — e Ss 204-97 | 249.61 | 248.15 | 277-1 
1 4 A Livre - - — - - - - - » = » 8 68.34 .23 | 82.74 | 92.42 
5 A Louis d'or, or 24 livres in filver — — . — » _—_ * — 1639-7 . 1985.2 [2217.4 
2 | 6 A Marc of Paris weight, fine gold or filver — — 3783.87 » [4581.1 . [5116.9 3783.87 4608. [4581.1 6116.9 
— 7 A Mare of — coin effective weight, in fine I — 3398.3 [4138.5 [4114-3 45934 
8 A Marc of ſilver coin effective weight, in fine — - — —— - * — J 3402.3 [4143-4 [4119-2 4500.9 
'» 1 A Carolin legal weight — - — — | 125-45 | 140-6 | 139.78 | 356.12 
3 2 A Ducat of the Empire ditto * . - 52. 37 — 71.48 \ 
3 A Florin of Convention - - - — 2 - - - - _ 179-73 | 218.87 | 217.6 | 243. 
$ 4 A Dollar of Convention . — — - - = _ 209.59 | 328.31 | 320.4 | 364-5 
: 5 A Dollar of Exchange, the Carolin = =9 gor. br kreutzens . 17.85 | 21.74 | 21.615] 24.1 
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as the direct means of ſubſiſtence, id. 88. Re- 
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| s to modern ſociety, id. 127. "The na- 
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covery of, I. 10. 51. 
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56, Original intention of the bank there, 
id. 292. Principles of circulation through 
it, id. 298. Its credit compared with the 
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which it is liable, id. 16, 
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tioned to the quantity of food produced for 
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mankind, id. 19. 113. 
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for the payment pf, without the intervention 
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Balance of trade, what, II. 21. Reflections 
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hether the ſtate of ſpecie furniſhes any rule 
to judge of it, id. 435. A wrong one raiſes 
the price of hullion to the value of coin, II. 
5. Between England and France, the ſtate 
of, how to be diſcovered, id. 18. How the 
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169. 

Bonk, whether landed men might not as well 
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circulation, what, 1d. 150, How a good 
one may be obliged to flop payment, id. 152. 
On „bet the ſolidity of it depends, id. 153. 
On what kind of credit ſuch banks ought to- 
iſſue their notes, id. 16, How their obliga- 
tion to pay in coin aroſe, and the conſequen- 
ces of that obligation, id. 157. How u af- 
ſeed by a wrong balance of trade, id. 161. 
How a grand balance may be paid by, with- 
out the aſliftance of coin, id. 62. How: 
hurt by leaving the payment of a wrong ba- 
lance to exchangers, id. 165. Upon what 
principles they ought to borrow abroad, and 
ive credit at home, id. 178. Of Edin- 
Farah, hints for the advantage of, id. 187. 
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on demand, id. 200, 213. Subakern, and 
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Band nates, the nature of, explained, II. 151. 
Of the optional clauſes contained in, id. 195. 

— and en and exchangers, ſubaltern ones, the uſe 
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attention of a ſtateſman, II. 149. The na- 
ture of, in Scotland, id. 155. 

national, how occaſioned, II. 456. 
The natural conſequences of, traced, id. 457. 
As ſuppaſed to take place by a coneerted act 
"of power, id. 458, The ſuppoſition of a 
nation kecoming bankrupt to itſelf inconſiſ- 

tent, id. 462. 

Barter, the firſt ſpecies of trade, I. 175. 

hwy remarks on the le additional duty on, 

12. 

Bullon? Mr. miſtakes of, pointed out, with re- 
ſpe to eſtimating the exportation of commo- 
dities of a particular country, by the quantity 
of money tound in it, I. 430. | 

a of mortality, plan for the improvement of, 
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. no ſilver coin counterfeited there, 
II. 99. note. 

Brakenridge, Dr. his account of the ſtate of po- 
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on, id. 97. 

Bread, the | ng bow limited in the greateſt 
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Britain, — es on the ſlate of popu- 
lation in, I. 95. By what means ber credit 
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122. 

Circulation, in a political ſenſe, explained, I. 
374. Illuftrated by a party at quadrille, 1. 
375. How to be excited, id. 378. Illuf- 
trated, id. 381. When it ſhould be checked, 
id, 384 Foreign and domeſtic, to be diſ- 
tinguiſhed, id. 389. How affected by the 
2 of a wrong balance of trade, II. 170. 

mparative inquiry into the ſtate of, among 
the ancients and moderns, II. 558. 

Cities, the growth of, accounted for, I. 48. 
Deſcribed as under a feudal government, id. 
5 1. In what reſpects advantageous to a coun- 

» id. 55, See Corporations. 

Clo « of mankind, the advantages of calcula- 
dos and bills of mortality diſtinguiſhing 
them, I. 72. 

Cain, new regulations for, I. 634. 
The te term defined, II. 46. What the fan 
ſorm to be given to it, id. 67. Difference 
between, and medals, 2d. 67. Gold, ſilver, 
and copper, remarks on, id. 68. Never 
found to exceed the uſes of circulation, 1% 
112. How the obli of banks to bow 
aroſe, and the conſequences of that ob 
tion, id. 157. French, account of its vari- 
ation about the time of the death of Louis 
XIV. id. 236. See Money, 

Coinage, duty on, II. 2. is fieſt introduction 
. muſt reduce the prices of — id. 
3. Conſequences of the excluſive 
4 id. 4. The price of, 15 Haase, 4 1. 
How the paying for, aſſecte the profits on 
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ſumable, diſtinguiſhed from permanent pro- 
perty, id. 361. By what the prices of them 
are regulated, id. $28. 

Companies, mercantile, an inquiry into the ad- 

- vantages and diſadvantages of, I. 471. 

Competition, its effect on trade, I. 196. Three 

- queſtions relative to, id. 200. Among na- 
tions, its operation, id. 232. Among work- 
men, the natute of, examined, id. 317. 
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Conſumers and producers, their relation to each 
other, and the political balance between, con- 
"ſidered, I. 264. 

Conſumption of productions of the earth, the queſ- 

- - tion whether a frugal or prodigal one, be for 
the advantage of population, argued, I. 141. 

Corn, difference between the price of it being 
lowered by plenty, and by importation, 1. 
292. Expedient propoſed to aſſiſt a people 
during a ſcarcity of, id. 294. 

Corn trade, general reflexions on, I. 214. On 
exportation and importation of, 14. 2 

Crrporations, re flexions on, I. 331. Whether 

+ Checks upon induſtry, id. 332. Regulations 
of German ones, id. 333. 

Corficans, the real ſtate of their conteſt with 

Genoa, I. 419. ; 

Goal „in the Fr revenue, what, II. 
485. . | 

Country, the love of, in individuals, how to be 
underſtood, I. 164. 

Coerqe, where likely and where unlikely to be 
ſound, I. 452. N ; 

Cr-dit, a defivition of, II. 105, Why feldom 
found perfectly ſolid, under a pure monarchy, 
id, 106. Why that of France is ſo fluctuat- 
ing, id. 106. Why that of Great Britain ſo 
well — 107. —— fixed 
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Credit, private, the ſubdiviſions of, II. 144. 
How to carry, to its greateſt extent, id. 145. 


Credit, debts and taxes, conſequences of the 


change produced in the policy of induſtrious 
trading ſtates, by the eſtabliſhment of, II. 441. 
Creditors, the intereſt of, always the predomi- 
nant, and what determines the intereſt of a 
nation, I. 611. Public, the intereſt of, 
examined, 1d. 625. 
Cumulative tax, the term defined, II. 500. See 
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Crep, plentiful, of Grain in England, inquiry 
what proportion it bears to the annual con · 
ſumption, I. 109. Difference between a 
reputed good and bad one, id. 112. 
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Davenant, Dr. his correction of Sir \'William 
Petty's computations, I. 42. His ſcheme for 
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62. His reaſons for recommending the 
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8 a definition of that word, in a com- 
mercial view, I. 172. High, and great, 
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| of more prejudice. to its foreign trade, 
- igh taxes, II. 504. 

England. or France, which the moſt populous, 


Equal ty of pelſiſſiens in a flate, the conſequences 
of, examined into, I. 367. 

EJlate, the difference between one near the me- 
tropolis, and one in a remote province, I. 55, 

Evil, no ſuch thing in the univerſe, I. 482. u. 

Europe, the great revolution in the political 
gem of, and the cauſe to which it is owing, 
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Exceſi, import of that term, I. 308. Diſtin- 
guiſhed from ſenſuality and luxury, 311. 

Exchange, the beſt meaſure for valuing, cur- 
rency, Il. 570. How the courſe of it is re- 
gulated, II. 13, 21. Whether the loſs which 

the courſe of it marks on the trade of Great 
Britain with France, be real or apparent, id. 
26. The fiſt principles of, id. 310. The 
difficulties which occur in paying ba'ances, id. 
318. How theſe payments are effeQed, id. 
332. The operations of, between London 
and Paris, id. 335: ; | 

Exchequer, its circulation with the bank, ex- 
plained, II. 225. 

Exciſe, the accounts of, how ſettled between 
the exchequer and the bank, II. 226. When 
it firſt took place, id. 362. Its effects at that 
time, id. ib. In what the oppreſſion of levy- 
ing conſiſts, id. 511. Deſect of, and the ill 
effects ariſing, id. 512. Hints for remedying, 
id. 515. 
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which it is uſed, diſtinguiſhed, I. 205. 
Exportation, the proper means of encouraging, 
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from in the preſens forms,, I. 10. Why taxes 
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of the different ranks under, how founded, 1d. 
240. Its influence on, trade, id. 245, 

Feu ſal government;, three. remarkable ſages, 
through which they. have changed to the pre- 
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Heuri, Cardinal, his experiment, to ſix the gar 
of exchange, II. 340. 
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Hundling hoſpitals recommended, I. 75, 

Faundlings, opportunity for providing tor, point- 
ed out, I. 287. 

Faurage, in the French taxes, what, II. 496. . 

France, reflections on the ſtate of agriculture in, 
I. 141. The progreſs of luxury in, compa» 
tible with the proſperity of her foreign trade, 
ib. 288, The principle on which the 1 ailing 
and finking of the numerary value of the 
coin there in former times is accounted-fos, 
ib, 612. The policy of, with regard to its 
coin, why not eaſily underſtood, Il, 32, Re- 
marks on the currency of its coin, id. 58. 
Regulations of, wich regard to coin, bullion, 
and plate, 1d. 70. 
upon ſilver, id. 71. Ditto upon gold, id, 72. 
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a grain troy, id. 73. Proportion between 
the louis and the guinea, i4. 74, Advantages 
of the French regulations, id. 75, High 
ge of bullion at Paris in 1760, id. 76. 

reſent ſtate of the wearing of the French 

filver coin, id. 77. Fluctuations of credit 
in, id. 106, Chronological anecdotes of 
banking there, id. 250. How its credit was 
deſtroyed in 1720, id. 284, How a bank 
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289. State of their debts, funds, and appro- 
1 at the peace of 1763, 14. 403, 
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Fre gifts in France, as impoſed in 1759, II. 


19. u. 
N. of a peqple, in what it conſiſts, I. 21. 
Prugality, the proper means of preventing the 
ill effects of, when it takes place in a luzyri- 
ous ſtate, I. 281. | 
Fund, ſinking, the firſt foundation of, II, 385. 
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Cardin, kitchen, why maſt ſtequently ſound in 
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Gee, Mr. remarks on his obſervations on the 

balance of the Engliſh trade, I. 431. 

Germany, Remarks on the ſtate of agriculture 
in, 1.91 

Governing, | 

Gevernment, the republican form of, moſt fa- 
vourable to trade and induſtry, I. 242. 

Grain, inquiry into what proportion a plentiful 

crop of, in England, bears to the current an- 
nual conſumption, I. 109. Inquiry into the 
difference between a plentiful year and a year 
of ſcarcity, id. 113. The price of, regulated 
by the abilities of the loweſt claſs of peple 
to purchaſe it, id. 401. The effe cs 
which would reſu't from preſerving the price 
at ſome uniform ſtandard, II. 509. 

Greece, antient, remark on the diſpropo:tion be- 
tween the prices of oeceſiaries, and clegances 
in, I. 493: Accounted for, id. 439. Its 
treaſures ſuppoſed equal to the mines of the 
new world, id. 437. 

Guinea and low's, . between, II. 74. 

Guineas, an examination into the conſequences 
of bringing down their currency to twenty 
ſhillings, 1. 583. 
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Herrit, examination of a paſſage in, concery- 
ing coin, I. 2 
Hel:ts, their cruel treatment under the Spartan 
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quired into, I. 214. Regulations obſerved 
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Regulations of the Dutch mint, 1d. 7 ow 
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91. Frauds of money-jobbers there, 74. 54. 
Reaſon of the apparent ſcarcity of ſi ver coin 
there, 7d. 96. he great multiplication of 
taxes there, 7d. 529. | 
Tlorſe:, whether the keeping © ſuperfluous num - 
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145. | 
Hum? Mr. examination of his doctrine con- 
cerning the influence of riches on the price 
of commolities, I. 398. Concerning the 
balance of trade, id. 416. ek 
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Grp from the hiſtory of him and his fa- 
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13 urkiſh, and the Pretorian cohorts 
of Rome, parallel between, I. 247. 

Idle perſons, the multiplication ot, a load on 
ſociety, I. 61. 

Jews, their law relating to intereſt, II. 172. 
The only money-lenders in Europe, until a 
commercial ſyſtem prevalled, id. 113. | 

Imitatin, influence ot the taſte for, I. 280, 

Indies, account of the French company of, II. 
247. Its revenue, id. 257. LY 

Indu/irie, in the French taxes, explained, II. 
496. . Remarks on this tax, id. 498. 

Induftry, an ogy into the effects of, I. 133. 
A definition of, id. 166. Diflinguiſhed from 
labour, id. ib. Why dvifficole to introduce 
in a country where ſlavery is eſtabliſhed, is, 
167. Whether the or the eſſect of 
trade, id. 170. How it is ſtimulated, id. 193- 
The difference between the progreſs of, in 
antient and modern times, accounted for, id. 
193. Brief ſketch of the progreſs and revo- 
lutions of, id. 207. A ſtrong argument ſor 
a general exerciſe of, i4 ao, The means 
ot extending liberty to the Jowrfſt denomina- 
tions of a people, 1d. 238. me ſhes beſt 
under a republican nfm mare 241. Ex- 
cluded by the ſyſtem of Lycurfus, id. 168. 
The revolution it produces in the wealth of a 
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ſtance it deſtroys ſimplicity of manners, 1. 
459. Antient and modern, the difference of, 
ie wn, I. 462. See Juduyfiries, 
Inhabitants, an examination into that maxim 
which aſſerts the number of, to be the riches 
of a country or ſtate, I. Co. irn 
Innovations, inconveniences attending, I. 632. 
Intereſt, private, the proper ſpring of action in 
the individuals of a well governed ſtate, I. 
164. | 4 
Irtereſt of money, how permitted under the 
Mofaic diſpenſation, II. 112. When it ob- 
tained in Europe, id. 113. Upon what prin- 
ciples the rate of, is regulated, id. 11 5 No 
latute for regulating in England, before the 
time of Henry VIII. id. 116. Different elaſ- 
ſes of borrowers, id. 117. Extortions in, how 
prevented, id. 118, hether in the power 
of the legiſlature to command the rate of, id. 
122. The lowering of, the riſe of land, id. 
123. Proper conduct of a ſtateſman in rela- 
tion to, id. 124. Probable conſequences of 
reducing it below the level of the ſtocks, id. 
125. A low rate moſt eſſential to ſtates car- 
rying on the moſt extenſive foreign commerce, 
id. 129. Whether the rate of, a ſure baro- 
meter of the ſtate of commerce, id. 135. 
Whether it falls in * ng to the increaſe 
of wealth, id. 139. How affected by the 
manners of a people, id. ib. a 
Ireland, the cauſes which influenced Great Bri- 
tain to open her W. ſor the importation of 
proviſions from, I. 231. f 


Iland, the progreſs of ſociety illuſtrated, in a 


ſuppoſed one, I. 128. 


Kings, their rights not founded on tacit con- 
tracts between them and their people, I. 240. 
In the old feudal ſyſtems, more formidable 
abroad than at home, id. 356. Compared 


with the domeſtic influence of thoſe under 


the preſent commercial ſyſtems, id. ib. 


; . 8 

Labour, the different obligations to, in antient 
and modern times, I. 59, How the methods 
of, are to be improved, id. 193. 

Land, the diſproportion between the rents of 
arable and paſture, accounted for, I. 43. 
What the general raiſing of rents.of land may 
be ſuppoſed to indicate, id. 43. Conſideta - 
tions on the taues on, II. 561. No regular 

@wluation of, made, ſince doomiday book, 
1d, 5064. The tax on, bow levied, in Eng- 


LyN DHE xX. 


e 68. What the moſt proper method 
tax on, id. 57 . 


Ot 1 94 1b d 
Landed mlere/t, examination into, I. 622. 


0 nded men, nquity whether they might not ifue 
their own notes on the ſecurity of their land, 
without the intervention of a bank, II. 134. 


Landed property, the inconvenience. of minute 


ſubdiviſions of, I, 85. Inquiry into the ex- 
pediency of the equal diſtribution of, id. 124. 

L andhalder. and flickbolder, how comparatively 
affecled by taxation, II. 448. 

Land-tax in Scitland, deſect in, II. 497. 

Law, Mr. account of the eſtabliſhment of his 
bank, II. 235, 239. | 

Laws, none really invariable, in any govern- 
ment, I. 7. 


Levity, remarks on the influence of, in luxury, 


I. 280. 


Liberty, public, in what it is underſtood to con- 


liſt, I. 237. Capab'e of ſubſiſting under de- 
fpotic forms of government, id. ib. 


Liberty, univerſal, eſtabliſhed in Europe, and. 


the conſequences of, I, 70. 


Linen manufacture, by what means it has been 


augmented in Scotland and Ireland, I. 


Loans upon intereſt, if deemed unlawful in a re- 


ligious view, expedient to avoid, I. 370. 


Lacke, Mr. miſtake of, corrected, in relation to 


4 propoſed alteration of ſilyer coinage, I. 554, 
oa. 


Lotteries, the advantage of, to the government, 


II. 400. a. When only proper to be uſed for 
paying of public debts, id. 479. 

Lowndes, Mr. examination into the preſent pro- 
priety of his ſcheme fot regulating the coin in. 
1695, I. 602. | 

Luxury, the term defined, I. 31, 307. The 
parent of public diſtreſs, ib, 212. In what 
inſtance to be encouraged, ib. 263. This 
farther explained, id. 276, How to be ef- 
ſected, id. 277. Changes in the modes of, 
ever diſtreſſing to manufacturers, id. 280. 
Political improvement of this circumſtance, 
id. ib, The intereſts affected by, id. 307, 
The mind, id. 308. The body, id. 30g. 
The fortune, id. ib. The ſtate, id. ib. Its. 
different effects on different antient nations, 
remarked, and accounted for, id. 324. Its. 
effects in modern times, id. 325. Prejudi- 
cial to courage, id. 452. Modern, the cauſe. 
of, hinted, id. 462. 

Lycurgus, the tendency of his laws to encou 
population, ſhewn, I. 70. Why there was 


no induſtry in his republic, id. 193. His 
republic the moſt perſect plan of political 
His laws tranſmitted by 

tradition 


cconomy, id. 250. 


| 
ö 
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tradſtiom only, 74. 25t. The ſanctiom he 
obtained for them, id. ib. His regulation of 
e id. 252. Clonthing, id. 253. 
The ctuel treatment of the helots, id. 254: 
- His plan of education, id. 25 5. "Remarks 
on the auſterity of his inftitutions, id. 250. 
His care to guard againſt the Spartans having 
an intercourſe with foreign nations, id. 257. 
' Concluſions drawn from a ſuppoſed adoption 


of his ſyſtem by any modern nation, id. 


259. 


15 M. 

Machines, the introduction of, into manufactures, 
whether burtful or beneficial to a ſtate, I. 
119, 295, ; 

Mankind, in what reſpect alike in all ages, I. 

6. The diſtribution of their reſidence in a 

country, how determined, id. 46. Their 


number in a free country, in the ratio of their 


food, id. 113. 

Manners of a people, national peculiarities in, 
noticed, I. 8. The ſimplicity of, how it 
affects population, I. 36. | 

AManufatture;, the principles which determine 
the reſidence of, I. 49. Their flouriſhing or 
decaying in particular places, accounted for, 
id. 182. The proper method of lowering 
the prices of, to render them vendible at fo- 
reign markets, id. 283, Why particular 
ones cannot be furniſhed ſo cheap at home, as 
by other countries, id. 284. The import- 
ance of their being properly ſituated, id. 289. 

Manu fuchurert, why thoſe who work for ex- 
portation are the pooreſt, II. 10. More hurt 
by their own idleneſs and extravagance than 
by taxes, id. 505, 


Markets, public, their great uſe in trade, I. 180. 


Afarriage, political conſiderations on, I. 71. 
Moſler, his right to ſhare in the profits of his 


1 oved, I. 318. 


* genetal ones, the danger of adopting, 
60. 


Anh and tein, the Gil tenes between, IL 68; 


M. gent, Mr. his fentiments concerning the coin 


of the bank of England, II. 158. 
Men, M. de, his remark on the proper quali- 
fications of a ſtateſman, I. 377. 


" Merchant, obſervations on the profeſſion of, I. 


. ö ; 

Metal, the term defined, II. 46. Why fcale 
of value realized in, can never be exact, 16. 54. 
How the proportion of thoſe in coin, is kept 
nearly the ſame in all European markets, id. 
62, Why this proportion ſo different be- 
tween Europe and Afia, id. 63: Ho to de- 
termine the true intrinſic value of thoſe-in- 


* 


"which h pal mee to foreign nitiom ie to) be 
Faid, 1%. 31657 How to fembve the ioebne · 
dee ed eser in den peace 


a W190) fy 11275 | 

Ms is, the growth of, accounted for, l. 48. 
A large one, whether diſadvantageous to-a 

country, id. 52. NOT 

Afilicia, refletions on, I. 136. 39.6 10 

1 * effects of luxurious gratifieations on, 

Miel, a French meafure, what, II. $76, n.' 

Aint, French unit of weight in, II. 70. 
Weights of Holland, England, France, and 
Germany, proportion among, id. 87. 

Appt bank 7 Frante, account of the eſta- 

luſhment of, II. 24%, 252, 265. Inquiry 
into the motives for its plan, id. 256. Not 
intentionally a- bubble. id. 263. How the 
failure might have been prevented, id. 276. 
How the credit of France was deſtroyed in 
May 1720, id. 284. 

Ae de, reflections on, with reference to the 
Spartans, 1. 258. 

Me ar and democracy, compared, I. 242. 
Their different influences on trade, id. 247. 

Mona/leries, magnificent ones, how advantage- 
ous to a country, I. 468. 

Money, the term defined, I. 32. How to be 
procured, id. is. The plenty of, productive 
of luxury, id. 33. The effects of the intro- 
duction of, on trade, id. 176. Obſervations 
on that of Spatta, id. 259. An inquiry into 
the principles of the circulation of, id. 300. 
Real, and ſymbolical, what, id. 364. N- 
luſtrated, id, 381. — caution neceſſary 
in taxing it, id. 387. No real and adequate 
proportion between, and goods, id. 394. In 
countries of ſimplicity, id. 395. In coun- 
tries of induſtry, id. 397. Paper, whether 
advantageous to a nation, id. 408. Whe-' 
ther a tenfold increaſe of, in Europe, would 
raiſe the prices of commodities in the ſame 
proportion, id. 413. Whether any judg- 
ment can be formed concerning the bilones of 
trade of n nation, barely from the quantity of 
— that is found in it, id. 429, The diſ- 
ſipation of by individuals, not expedient to 
be checked, id. 471. Defined, id. 526, + A 
ſcale for meaſuring the value of things, 4. is. 
On what principles the value of things is de- 
termined, id. 527. The prices of things not 
regulated. by the quantity of, id. i6, Nece'- 
ſity of diſtinguiſhing between, and price, 74, 
$29. Of account, what, and how contrived, 
id. i6, Bank, id. 5 31. Angola, 1. ib. Uſe- 
fulneſs — the _ — ws making, id. 

2, tand , i ad! ed, id. 532 
WP 7 Detaling 
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Dobaſing and roiſing a 2 
34. Alteration of rhe ſtubdatd, how to be 
iſcovered, id, ib. Of alloy, id. ib. Inca 
pacities of metals to conſtitute invariable mea- 
| Cures of value, id. 535. Tue obligation of 
- ſuch meaſures to be invariable, id. ib. Con- 


_ 


ſequences of their variation, id. '5 35. De- 


fects of a ſilver ſtandard, id. 537. Argu- 


ments in favour of a filver ſtandard, id. ib 


Anſwers to thoſe arguments, 538. Uſefu)-" 


nels of an univerſal meaſure, id. 539. Why 
metals incapacitated from perfarming'the of- 
ice of, id. 540. Wearing in circulation, /. 
ib. Inaccuracy in coining, id. 541; Coin- 
age adding to the value, without adding to 
the weight, id. b. The ſmalleſt defects of. 
_ profited by in trade, id. ib. Five remedies 
againſt the effects af the variation in the v. lue 
of metals, id. 542. Remedies againſt other 
inconveniences, id. 544. Remedies againſt 
the wearing of coin, id. ib. Remedies againſt 
inaccuracy in coinage, id. ih, Remedies 
| againſt the expence of coinage, id. ib, Re- 
medies againſt arbitrary changes in the value 
of coin, id. 54g. How the market price of 
the metals is made to vary, id. ih. I he va- 
riation to be referred to the riſing metal, not 
to the ſinking, id. 546. Of account, how 
made to vary in its value, from the variatian 
of the metals, and the conſequences, id. 547. 
What the mean proportianal between the va- 
lue of the metals, id. ib. The unit to be at- 
tached to the mean proportion, upon à new 
coinage, not after the metals have varied, id. 
548. The unit better to be affixed to one 
metal than to both, id. 549. To what va- 
riation the - unit is expoſed, from the wearing 
of the coin, id. ib. To what variation the 
unit is expoſed, from the inaccuracy in the 
fabrication of coin, id. 550, Variations to 
which the unit is expoſed, from the impoſitian 
of coinage, id. 551. When coinage im- 
. poſed, bullion cheaper than coin, id. ib. Ex- 
ception, id. 552. Variation to which the 
unit is expoſed, from the arbitrary raiſing and 
debaſing the coin by Princes, id, ib. How 
this variation affeQs the intereſts of debtors 
and creditors, id. 553. A miſtake of Mr, 
Locke in relation to, corrected, id. 55, 
Defects in the Britiſh coinage, id. 558. Of 
the ſtandard of Englih coin and money unit, 
id. ib, Coinage free in England, 1d. 359. 
The ſtzadard, when attached to the gold 
coin, id. 360. Conſequences of that regu- 
lation, id. ib. Silver, ſometimes conſidered 
us money of accompt, id. 361. 
in, their practices explained, rd. 562. $65. 
Why ſilver bullion is dearer than coin, id. ib. 


; b T 12 > 0 521% i bar ene! 
What regulates the price of bullion, id, 564. 


The intrinſic value af the cufrency, 4d. ib. 


Paper, the uſe of, not hurtful in debafing the 


ſtandard, id. 471. The ſtandard how ſhewn 
to have been debaſed, ad, 574. Proof that 
the ſtandard has been debaſed by law, id. 

The ſtandatd at preſent reduced to the 


575. 
9 A of the gold, id. ib. How the diſorder 


in the coin may be remedied without incon- 
Ar id. 576. If the preſent ſtan dard 

departed from, all other arbitrary, d. 
577. The preſent ſtandard not the ſame with 
that of Queen Elizabeth, id. 578. Anec- 
do. es of its alterations, id. ib. Debaſing the 
Nandard, chirſly affects permanent contracts, 
id. 581. Why ſilver fo ſcarce, id. 383. 
Conſequences of fixing the guinea at twenty 
ſhillings id. +6. How to fix the pound fter- 
ling at the ſtandard of Queen Elizabeth, id. 
587. The conſequences of this reformation, 
14. 88. Sufferers by the debaſe went of the 


| Randard, have a right to redreſs id. 590. 


But not the whole claſs of creditors, id, 56. 
Whoſe claim ought to be liable to canverfion, 
id. 591. Objections againſt the principles 
before laid down, id. 593 Anſwers to 
them, id. 595. Upon whom the loſs in- 
curred by the wear of it, falls, id. 598. In- 
lund deal-ngs not able to ſupport the ſtandard 
where there are money-jobbers, or foreign 
commerce, id. 599. Public currency ſup- 
ports the authority of the coin, not the value 
of the pound Herling, id. 601, In what 
ſonſe the ſtandard debaſed by law, and in 
what ſonſe by the operation of other political 


Cauſes, id. 614. The payments made by 


bankers regulate all other, id. 615, Regu- 
lation propoled for the coin, id. 654. The 
firſt jiatraduQtion of coinage muſt reduce the 
prices of commodities, II. 3. Why the doc- 
trine of money appears ſo intricate, id. 45. 
The difference between raiſing the value of 
coin by ongoing coinage, and raiſing the 
denomanation of it, id. 30. Whether it is 
the intereſt of England to debaſe the ſtendard 
of, id. 64. The borrowing of, ſor carrying 
on trade, more relative to the merchant than - 

the manufacturer, id. 137. 


Meonteſquieu, Mr. examination of bis doctrine 


concerning the influence of riches on the 


* . of commodities, I. 398. 


iplication of people, the three principles of, 
J. 90. Whether the efficient cauſe of agri> 


culture, or agriculture of multiplication, id, 


114. 


| N, 
Nation, every intereſt in, intitled to protection, 


I, 589. 
9 Nations, 


Nations, trading, compared to a flect of ſhips, 


; L 23. 10 I / 4 
jentioeg remacks on the conſequences of the 
act of, in England, I. 343. 


Naturolization: of fruit. ineffrctual in the 
view of lowering the prices of manufaftures, 

I. 290. * 

Neeefſaries, an inquiry into the cauſe” of m viſe 
in the prices of, I. 201. "Phyſical and: poli- 
tiaal; diſtinguiſhed and explained, id. 372. 
The conſumption of, how to be aſbertained, 
te, 314 And ſuperfluitics,, vogus terme 
when different ranks of poople are compared, 
ih 2 | 

Mabel, Auſt tion, the cities of, in 2 ſtate 
of deppulmion, and the reaſon, I. 33 „. 

Nobility, whe advantages of a. numerous one, to 
@ ſtate; |, 63. th. ir ſpiritought to be 
preſerved; id. ib. Their behaviour in the 
field compared with that of traders. id. 64. 
Poor, reflexions on their {nuation, id. 145. 


O. | 
Occonony, general definition of, IL 1. Family 
and political, diffingurſhed,. id. 2 Political, 
when brought to perfection, id. . 
Ounces, different, a compariſon of, II. 323. n, 


| P. 

Pudua, obſervations on the ſoil and produce of 
the country round, I. 140. 

Paper mon y, how realized, II. 110. 

Purvis, remarks on the ſtate of agriculture 
tound, I. 139. 

Pariiſans in France, what, and cardinal Rich- 
heu's ſentiments on their. conduct, II. 369. 
Their extortions, why not then to be reme- 
ched, id. 37% The preſent. regulation of 
them; id i. 

Pay of be ſeldiory, political plan for the regula- 


tion of, I. 449- 


Payments, thoſe made by bankers regulate all 


others, I. 615: 

Petty, Sr William, his computations of the 
number of inhabitants and conſumption of 
proviſions in England, I. 41. 

Population, bow limited, I. 18. 113. What 
the moſt eſſential requiſite for, id. 25. Re- 
flexions on the beſt means for promoting, id. 
72. Inquiry into the ſtate uf, in Great Bri- 
tain, I. 95. Antient and modern, politically 
conſidered, id. 123. 

Popul:us, inquiry into the meaning of this word, 
when affirmed of a country, I. 102. 

Populeuſfurſi of antient nations, inquiry into the 

veltion concerning, I. 38. 

Pofts for the conveyance of latter, their great uſe 

in commerce, l. 180. 


Pound fleriings two leg ones in 1. 
568. Current value of, 7d. 569. Ho de 
termined, id. 570, What the good meaſure 
of,. u. ib. Ihe value of, how marked; by 
bullion, id. 57 1. How to fix it at the fran- 
dard of Queen Elia-bech, id. 587. The 
conſequences of this reformation, id. . 

Prien ms on exportation of commudities, 
eng 1.207 

Prereganve, cegal, often arbitrſly exerciſed, 
from a view to eſtabliſh public liberty on a 
more extenſive bottom, I. 248. 

Price, what underſfiood by, II. 46. 

Prices, how regulated on neceſſaries and on ſuper- 
fluitiesg I. 440: The riſe of, on articles of 
home cot:fumption accounted | for, II. 9. 
blow kept dowmon-artictes of exportation, 
id. ib. 

Princes, how thoſe who incline to rob their ſub · 

' jects may avoid} robbing: tbemſelves at the 
ſame time, II. 65. 

Proaucirs and confumers, an analyſis of the 
principles which influence” the alterations ia 
the political balance between, I. 264. 

_—_— 4/5, explained and diſtinguiſhed, I. 
206. . 


Profits, how they conſolidate into ome coſt, 


II. 8: Conſohdated, the ill of, and 
bo to remedy, I. 289. 
Property, how regulated under the Spartan 


go- 
vernment, I. 252: Inconſumable, b I. 


360. Conſumable, what, id. 301. Conſe- 

— of the alienation of both kinds; rd. 16. 
ncorporeal, id. 369. Landed and monied, 

the differem ways of life of the poſſeſſors of 

each compared, II. 498, n. Permanent, the 

expediency of its contributing to the burdens 

4 the ſtate, I. 387. Solid, underſtood, 
. 149. ; , 


| Pravifions, thoſe produced in moſt countries, 


nearly conſumed by the reſpective inhabitants, 
I. 109. The conſequences of an auginema» 
tion in the value of, I. 226. 

Public moncy, heinous nature of all attempts to 
defeat the application of, I. 297. 

Pudiic ſpirit, an improper principle of action in 
the governed, I. 164. 

Public works, not the produce of the wealth of 
a nation, I. 404. 


— 
Drnadville, the idea of circulation of wealth in 4 


ſtate, illutt;ated by K game of, I. 375. 
Rant, the obligation individuals are under to 
rs that which they have once attained, 
313. k 
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INDEX 


Ne nuage, in tne French duties, explained, II. 
i 30 7. Me C42 kt Hef? ad 6 


II. 281. WW tot blog 

«Riches, an equip into the effeds of, before the 

introduction of trade and induſtry, I. 477 
ich lies, cardinal, his ſentiments on the pyblic 
ctedit of France, II. 367. His / ſentiments 
ol the extgggions committed. by the farmers of 
the French taxes, id. 369. | Why not ca- 
950 2 of being remedied at that time, id. 370. 
is ſcheme for payment of the public debts, 
id. 37. 4 OS los. wes 
Read the advantages of good ones to 2 coun - 
try, pointed ont, I. 57, Tbe waking, 
improving of, hewn tg have f tendenry to 
deſtroy ſimplicity of manners, I. 459 
mam, ancient, reflexions on the W I 
of, I. 88. The conſequences of their ſub- 

duing the Grecian ſlates, id. 439. | 

"Rome, antient, remarks on the diſproportion 
between the prices of neceſſaries and clegances 
im, I. 403. Accounted for, 1d. 439. *Con- 
ſular and imperial, its ornaments compared, 
id. 457+ | * | , 


Seotland, remarks on the ſtate of agriculture in, 
I. 103. Similar inſtances in other parts of 
Europe, id. 105. Accounted for, id. 106. 
EKRemark on the variation of the price of oat- 
meal in, id. 403. The nature of banking 
| " there, II. 15 179. 184. 5 18. 
S urig, real, i. 144. b 
Self-intereft, its extenſive influence and uſe, in a 
political view, I. 162. 
Seaſualty. the term diſlinguiſhed from thoſe of 
\Juxury and exceſs, I. 311. 
Silver, in coin, the ſcarcity of, to what owing, 
I. 547. $58. $83: Why exported pieſer- 
-  ably4o gold, id 567. Why any remains in 
England, id. 569. Riſing in value, id. ib. 
Te riſing of, he debaſement of the ſtan- 
dard, 1d, 616, Queſtion relating to the ſcar- 
city of, in England, II. 6:1. 
Sim! licity f manners, ſbewn to be relative, I. 


eich. une an idea pf, iſfufleatel tn the 
©, bWtory of Jacob 1 „L. 23. Re- 
HYexians, on the pieſent Nate of, compurcd 
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, political, 


ote times of prix ive ſimplicity, 4. 

pririciple on which it is to be tick id. 

163. n 
Seite human, in what reſpeQts they all agree, 
Sal. a rick one, its difidvantagtbus' effects on 


ib 


the inhabitants of it, traced, I. 34. Wh 
" fe alte e floutiſh molt, 14. 35. 


l er compariſon of, with that of 
* e M; enn nns 
Spain, remarks. on the ſtate of huſba there, 


I. 89. Os the depopulation of, id. 107. 
Spar MA how prevented from having an E. 
... courſe with foreign nations, I. 257. Their 


* 


ny eſty, id. 258. The only articles of 
* „ E id. ib. Obſervations on their 


ff be. 15 259. 8 drawn from a 
os ed adoption of their ſyſtem mo- 
Py lon” of ib, See Lycur 15 . 
Spirit F a people, whereon formed, I. 8. 
Standard of Engliſh coinage, remarks on, I. 558. 
When attached to the gold coin, id. 560. 
How ſhewn to have been debaſed, id. 574. 
Not the fame now with that of Queen Eli- 
zabeth, id. 578. Anecdotes of its altera- 
tions, id. ib. The debaſing of, ſhewn 
chiefly to affect | mma a contracts, id. 58 1. 
In what ſenſe debaſed by law, and in what 
' ſenſe, by the operation of political cauſes, id. 
614. Of Elizabeth, its advantage over that 
of Mary I. id. 621. Alteration of, how it 
* e 2 id. 632. A more 
eaſy method of making a change in, propoſed 
i4.6 33. Whether it & the intereſt | | 
to debaſe, II. 64. The proper arguments 
againſt it, id. 67. 


Standing armies, the nature and uſe of, ex- 


plained, I. 442. The conſequence of trade 
-_ induſtry, id. 445. The hiſtory of, id. 


440. 
State, how to preſerve à trading one from de- 
cay, I. 224. Every change in, advantageous 
to ſome claſs or other, id. 428. 
Stateſman, the term defined, I. 149. 151. Mo- 
dern, his extraordinary influence and advan- 
tages ond thoſe of former ages, 1. 321. 
ee his abilitie“, . 
actions not to be eſtimated by the rules of 
private mordity, 7d. 482. 6 


Subor dination, how prbduced in ſociety, I. 21. 
explained and diſtinguiſhed, 5d, 


238 The boundariev of, deduced, id. 242. 
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; Foals, in the French taxes, explained, II. 
496. . | | | 
498. 1. id ws 

Tann, general reflexions on, I. 1 Prom 
what principle the impoſition of them. is juſ- 


tifiable ; and the proper application af them, 


id. 269. The wy uſe of, in regulating 
the ſeveral articles of trade, to ſuit temporary 
circumſtances, id. 321. Why the right of 


ſcar 


ies, and under limited monacchies 
compared, id. 353. The neceflity of, un- 
der a decay of fareign trade, id. 354. Their 
internal effects on the people, id. 371. Their 
operation on induſtry, 385. The expe- 
diency of diſtinguiſhing raiſers and conſumers 
in, id. 386. o be regulated by the pro- 
ion between forcign and domeſtic circu- 
ation, id. 390. Only a liquidation · of the 
antient perſonal ſervices, id. 442. Hiſto 
of, id. 443. The perpetuity of, argued, i 
445. The uences of a total ceſſation 
of, II. 461. The word defined, and the va- 
rious kinds of, ſpecified. id. 484. The va- 
rious objects of, or funds for taxation, id, 
486. Proportional, affect only the idle, i. 
488. la what manner they raiſe the price of 
commodities, id. 493. Where they ulti- 
mately fall, id. 494. Cumulative, what, 
in England and in France, 1d. 496. The 
height of, in England, not ſo prejudicial to 
its foreign trade, as the idleneſs and luxury of 
menufacturers, id. 504. _ Proportional, their 
effects, id. 507. Goof method of raiſing, 
id. 514. Cumulative, the nature of, ex- 
plained, id. 518. Compared with propor- 
tional, id. 5 20. How a cumulative tax is 
convertible into a proportional one, id. i. 
Conſequences of, when the amount is pro- 
perly applied, id. 523 Of the extent of 
taxation, id. 527, The hardſhip of, in thoſe 
inſtances where no alicnation takes place, id. 
530. The difficulty of eſlabliſhing, upon 
barter, id. ib. Draw an additional ſum of 
money into circulation, id. 5 31. The extent 
of cumulative — 2 1.538: Method > 
aſcertaining the value property, / 
339. . the 
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. a whole ſtate, i4, 543. Conſequences cf 
ſech abofftion; to thoſe Wh are fed by the 
produce of taves, d. 546. Judicioultyim- 


poſed, and | levied, enrich a uuion, 
Ss. Whether they promote induſtry, id: 
356. Upon hand, conſiderations. on, id. 
561. Od land; how levied in England, is. 
e Wi the old proper en te. 
50 nd, on land, id. 57% What the beſt 
method of levying, generally, id. 579, On 
land, ' whether poſſibſe to be converigd into 
one of the 41 — kind, 74 592. 
Taxation, why ſo little found under feudal go- 
vertiments, * 


50. . 
. impoſia cely any where attached to Temple, Sir hne. his ſymbolical repreſen- 
ropaliye Ak 335. The plan of, under pure { * 


tation of u flouriſhing tate, I. 71. 

Theft why encouraged by Lycurguz among the 
Spartans, I. 257. 

Theory, reflexions on the benefit of, in the arts, 
I. 67, Its uſe, in political reſearches, id. 
542. Not exactly confirmed by experience, 
and why, II. 8. And practice, remarks on 
the difference between, in political ſubjeQs, 


I. 298. 

Tithes, ynder what ſpecies of taxation to be 
ranked, II. 497. The moſt oppreſlive kind 
of tax upon landed property, id. $68. 

Trade, its beneficial tendency traced, I. 118. 
A definition of, id 166, Whether the 
cauſe or the effect of induſtry, id. 170. The 
progreſs of, traced, id. 175. A republican 

form of government, and thoſe which 
proach neareſt to it, moſt favourable to, 4. 
242. [ts influence in creating national con- 
nexions, id, 266, Its natural diviſion, id. 
301. Infant, by what means to be encou- 
raged, id. 302. Foreign, the ruling prin- 
ciples of, id. 304. Inland, as ſuppoſed to 
take place on the extinction of foreign trade, 
id. 305. Inquiry into the expediency of 
laying it open, id. 424. Natural conſe- 
quences of it, i4. 425. The intereſt of, 
examined, id. (28. 
rade, inland, how it may be made a reſource 
on the decay of foreign, I. 39. 

Trade, foreign, paſſive and active diflinpuiſhed, 
I. 184. The progreſs of, traced, id. 185. 
Illuſtiated, id. 191. An cxaminvation of the 
principles on which it may be eftibliſhed and 
preſerved as long as pcdible, id. 267. On 
what it is founded, 4% 253. Inquiry into 
the cauſes of the decay of. id. 278. Th. 
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articles of it, id. 328. How to puta flop to 
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tune pd u nation, 4 336. Caution Wealth of a nation, the ill conſequences 
againſt haſty 


meaſures in ſuch inſtances, id. 

38. The natural conſequences which will 
reſult upon the ceſſation of it, id. 350. ' 
Trading nation, the true policy of, I. 262. 


Traittes, in the French taxes, explained, II. 


501. 1. 

Troops, ſoreign, how they become neceſſary to 
ry he "pot Plan to ſuperſede the ne- 
cellity of, id. 450. F 


| V. 
Value, the exact ſcale of, what, II. 55. 
Vauban, Marechal, obſervations on his ſcheme 


of raiſing the land-tax in France, II. 562, 
| 1.17.49 Wael, inquiry 


$67. 
nis be proper method of checking, among a 
people, I. 386. | 
Vineyards, reflexions on the political tendency of, 
I. 88. 


iſa, —O—_— of that commiſſion explained, 
II. d f | 
Ulenfl, in the French taxes, what, II. 469. u. 


W. 15 J | 
Wants, reciprocal, the political uſe of, among 
a people, I. 28. 
War, all hiſtory full of, I. 448. The different 
methods of railing the ſupplies for, by the 
different powers of ono ci 371. 2. 
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1 1 few hands, I. 26. Of antient- 
nations, how differently acquired, id. 324. 
Natural conſequences of its being withdrawn 
from foreign trade, to domeſtic circulation, 
id. 35H her to bo eſtimated by the: 
quantity of coin in it, II. 42. The laſt ſa- 
crifice a ſtateſman ought to make in caſes of 
emergency, I. 339. Obſervations: on that 
of a trading nation, id. 355. Two kinds of 
circulation of, in a ſtate, id. 373. 
Weights in different places, the uncertainty of, 
ſhewn, II. 323. u. Hy 
Mood, whether an inoreaſe in the conſumption 
of, for fring, a public diſadvantage, I. 145. 
nto the principles which operate 
in regulating the trade in, I. 274. 
M ballen monufucture, by what means it has been 
augmented in England, I. 86. 
Words, ſynenimous, obſervation reſpecting, I. 
310. | 
Wark; an examination into the alterations of © 
the. balance between, and demand, I. 217. 
bs proper 22 57 2 lowering the price of, 
n increaſe augmentation of the 
value of ſubſiſtence, id. 227. 
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The reader is defired to corect the following errors, bah fork an re ae 
. by an aſteriſk *% which Wy the ſenſe Ne ö 4 
E R R A | &-- EA 
Page. Line. Page. Line. 
8 CaCnw 168. penult. ® of, r. to 5 
7. 2, 7. manuſactures, r. manufacturers. 182. 26. ® brought, r. bought 
9. 32 their grains, r. their gains 197. 15. no, F. the ume . 
71. = 7 28 5.162, r. 51.162 249. 3. laſt, r. Eaſt | | 
3. 01.61, r. 801.68 254. 13. * 50co, r. 500 | 9 
2. '> 25.60 261. 2 r. the * edn 
6s. ng. ® 24.572, r. 25-572 326. 9. ttation, r. importation” | W 
87. 1. price, r. piece + .- 33H, 3 18 + bills $ to, r. bills on TE 
93. 15. ® 1201426, r. 120126 = 7 exchings-peopurth r. 
118. 16. this, r. the | 3069. 21. mixed, r. raiſed” 
119. 18 * ſeems, r. comes 394+ 12. “ determinate, r. indeterminate 
132. 32. * conſiderable, r. inconſiderable 406. 14. ofter — libraty, add, and at- 
143. 27. caſe, r. eaſe chives of France. 
149. 9. property, r. proſperity 411. 24. 1762, r. 1744. 
152. 24. that, r. their 429. laſt. 4 444 44, r. 14 444 444 
156. 4. advance-profits, r. advance; profits 
157. laſt. de/c, back. N. B. In page 182. line 10. 2 quarterly, 
158. 17. dee, the read half-yeatly, and then the note at the 
ado. at the end, add, ſeverely felt- lottom of the page n be fn out x 


